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Rules and Regulations 


Title 6—AGRICULTURAL 
CREDIT 

Chapter IV—Commodity Credit Cor¬ 
poration, Department of Agriculture 

SUBCHAPTER B—LOANS, PURCHASES, AND 
OTHER OPERATIONS 

[1960 C.C.C. Grain Price Support Bulletin 1, 
Supp. 1, Amdt. 2, Corn] 

p AR T 421—GRAINS AND RELATED 
COMMODITIES 

Subpart—1960-Crop Corn Loan and 
Purchase Agreement Program 

Miscellaneous Amendments 

The regulations issued by the Com¬ 
modity Credit Corporation and the Agri¬ 
cultural Stabilization and Conservation 
Service published in 25 F.R. 3920, 5563, 
7973, and 10078, and containing the 
specific requirements for the 1960-crop 
corn price support program are hereby 
amended as follows: 

1. Section 421.5146(a)(1) is amended 
to provide that in determining the settle¬ 
ment value for loan corn of a grade or 
quality for which no support rate has 
been established, premiums and dis¬ 
counts contained in the “Schedule of 
Premiums and Discounts” shall be used 
to the extent they apply so that the 
amended subparagraph reads as follows: 

§ 421.5146 Settlement. 

(a) Settlement value. Subject to the 
provisions of § 421.5019, the following 
shall apply: 

(1) Nonrecourse farm-storage loans. 
In the case of com delivered to CCC 
under nonrecourse farm-storage loans 
grading No. 3 or better, or No. 4 on the 
factor of test weight only but otherwise 
grading No. 3 or better and containing 
not in excess of 14 percent moisture, 
settlement shall be made at the ap¬ 
plicable support rate for the county in 
which the corn was produced. The sup¬ 
port rate so determined shall be for the 
total quantity of com eligible for de¬ 
livery subject to premiums and discounts 
shown in the “Schedule of Premiums 
and Discounts” in 1960 C.C.C. Grain 
Price Support Bulletin 1, Supplement 2, 
Com. If, upon delivery, the corn under 
farm-storage loan is of a grade or qual¬ 
ity for which no support rate has been 
established, the settlement value shall 
be computed by using the price support 
premiums and discounts shown in the 
‘‘Schedule of Premiums and Discounts” 
in 1960 C.C.C. Grain Price Support Bul¬ 
letin 1, Supplement 2, Corn, to the extent 
they apply and, in addition, the amount 
of the market discounts, if any, as de¬ 
termined by the appropriate ASCS com¬ 
modity office for the quality by which 
the commodity is lower than the quality 
for which such price support discounts 
are established: Provided, however, 
That if such corn is sold by CCC in order 
to determine its market price the settle¬ 


ment value shall not be less than such 
sales price. If, upon delivery to CCC, 
the corn contains mercurial compounds 
or other substances poisonous to man or 
animals, such corn shall be offered for 
sale for seed (in accordance with ap¬ 
plicable State seed laws and regulations), 
fuel or industrial uses where the end 
product will not be consumed by man or 
animals, in which event the settlement 
value shall be the same as the sales price 
if so sold, or the settlement value shall 
be the market value, as determined by 
CCC as of the date of delivery if CCC is 
unable to sell such corn for such uses. 

2. Section 421.5146(a) (3) (i) is amend¬ 
ed to provide that in determining the 
settlement value for corn delivered under 
a purchase agreement which grades No. 
3 or better, but contains in excess of 14 
percent moisture, and for corn grading 
below No. 3 (except for corn grading 
No. 4 on test weight only) the premiums 
and discounts contained in the “Sched¬ 
ule of Premiums and Discounts” shall 
be used to the extent they apply so 
that the amended subdivision reads as 
follows: 

(3) Purchase agreements —(i) Deliv¬ 
ery from farm storage. Settlement for 
corn delivered to CCC from farm storage 
and purchased by CCC under a purchase 
agreement shall be made on the basis 
of weight, grade, and other quality fac¬ 
tors determined by a reinspection at the 
time of delivery. Settlement for eligible 
corn grading No. 3 or better, or No. 4 on 
the factor of test weight only but other¬ 
wise No. 3 or better and containing not 
in excess of 14 percent moisture, and for 
corn of such grades bearing the special 
grade “Weevily” in addition to the nu¬ 
merical grade shall be made on the basis 
of the applicable basic county support 
rate for the county where produced sub¬ 
ject to the “Schedule of Premiums and 
Discounts” contained in the 1960 C.C.C. 
Grain Price Support Bulletin 1, Supple¬ 
ment 2, Corn. Settlement for eligible 
com grading No. 3 or better, containing 
in excess of 14 percent moisture; for 
corn grading No. 4 on the basis of factors 
other than test weight; for eligible corn 
grading No. 5; and for eligible corn of 
such grades bearing the special grade 
“Weevily” in addition to the numerical 
grade shall be computed by using the 
price support premiums and discounts 
shown in the “Schedule of Premiums and 
Discounts” in 1960 C.C.C. Grain Price 
Support Bulletin 1, Supplement 2, Corn, 
to the extent they apply and, in addi¬ 
tion, the amount of the market discounts, 
if any, as determined by the appropriate 
ASCS commodity office, for the quality 
by which the commodity is lower than 
the quality for which such price sup¬ 
port discounts are established: Provided, 
however, That if such corn is sold by 
CCC in order to determine its market 
price, the settlement value shall not be 
less than such sales price. If, upon 
delivery to CCC, the corn contains mer¬ 
curial compounds or other substances 


poisonous to man or animals, such corn 
shall be offered for sale or seed (in ac¬ 
cordance with applicable State seed laws 
and regulations), fuel or industrial uses 
where the end product will not be con¬ 
sumed by man or animals, in which 
event the settlement value shall be the 
same as the sales price if so sold, or the 
settlement value shall be the market 
value, if any, as determined by CCC as 
of the date of delivery if CCC is unable 
to sell such corn for such uses. 

(Sec. 4, 62 Stat. 1070, as amended; 15 U.S.C. 
714b. Interpret or apply sec. 5, 62 Stat. 1072, 
secs. 105, 401, 63 Stat. 1051, 1054, as amended, 
Title II, 73 Stat. 178, 15 U.S.C. 714c, 7 U.S.C. 
1441, 1421) 

Effective date: Upon publication in the 
Federal Register. 

Signed at Washington, D.C., on July 
5, 1961. 

H. D. Godfrey, 
Executive Vice President, 
Commodity Credit Corporation. 

[F.R. Doc. 61-6419; Filed, July 7, 1961; 

8:47 a.m.] 


Title 7—AGRICULTURE 

Chapter IX—Agricultural Marketing 
Service and Agricultural Stabiliza¬ 
tion and Conservation Service 
(Marketing Agreements and Or¬ 
ders), Department of Agriculture 
[Valencia Orange Reg. 235] 

PART 9 2 2 —VALENCIA ORANGES 
GROWN IN ARIZONA AND DESIG¬ 
NATED PART OF CALIFORNIA 

Limitation of Handling 

§ 922.535 Valencia Orange Regulation 
235. 

(a) Findings. (1) Pursuant to the 
marketing agreement and Order No. 22, 
as amended (7 CFR Part 922), regulat¬ 
ing the handling of Valencia oranges 
grown in Arizona and designated part 
of California, effective under the ap¬ 
plicable provisions of the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.C. 601-674), and upon 
the basis of the recommendations and 
information submitted by the Valencia 
Orange Administrative Committee, 
established under the said marketing 
agreement and order, as amended, and 
upon other available information, it is 
hereby found that the limitation of 
handling of such Valencia oranges as 
hereinafter provided will tend to effec¬ 
tuate the declared policy of the act. 

(2) It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
hereof in the Federal Register (5 
U.S.C. 1001-1011) because the time 
intervening between the date when in- 
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formation upon which this section is 
based became available and the time 
when this section must become effective 
in order to effectuate the declared policy 
of the act is insufficient, and a reason¬ 
able time is permitted, under the cir¬ 
cumstances, for preparation for such 
effective time; and good cause exists for 
making the provisions hereof effective 
as hereinafter set forth. The committee 
held an open meeting during the current 
week, after giving due notice thereof, to 
consider supply and market conditions 
for Valencia oranges and the need for 
regulation; interested persons were af¬ 
forded an opportunity to submit infor¬ 
mation and views at this meeting; the 
recommendation and supporting infor¬ 
mation for regulation during the period 
specified herein were promptly sub¬ 
mitted to the Department after such 
meeting was held; the provisions of this 
section, including its effective time, are 
identical with the aforesaid recommen¬ 
dation of the committee, and informa¬ 
tion concerning such provisions and 
effective time has been disseminated 
among handlers of such Valencia 
oranges; it is necessary, in order to 
effectuate the declared policy of the act, 
to make this section effective during the 
period herein specified; and compliance 
with this section will not require any 
special preparation on the part of per¬ 
sons subject hereto which cannot be 
completed on or before the effective date 
hereof. Such committee meeting was 
held on July 6, 1961. 

(b) Order. (1) The respective quan¬ 
tities of Valencia oranges grown in Ari¬ 
zona and designated part of California 
which may be handled during the period 
beginning at 12:01 a.m., P.s.t., July 9, 
1961, and ending at 12:01 a.m., P.s.t., 
July 16, 1961, are hereby fixed as follows: 

(1) District 1: Unlimited movement; 

(ii) District 2: 450,000 cartons; 

(iii) District 3: Unlimited movement. 

(2) All Valencia oranges handled dur¬ 
ing the period specified in this section 
are subject also to all applicable size 
restrictions which are in effect pursuant 
to this part during such period. 

(3) As used in this section, “handled,” 
“handler,” “District 1,” “District 2,” 
“District 3,” and “carton” have the same 
meaning as when used in said market¬ 
ing agreement and order, as amended. 

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: July 7,1961 

Floyd F. Hedlund, 
Director, Fruit and Vegetable 
Division, Agricultural Mar¬ 
keting Service . 

[F.R. Doc. 61-6513; Filed, July 7, 1961; 

11:23 a.m.] 


[Lemon Reg. 907] 

PART 953—LEMONS GROWN IN 
CALIFORNIA AND ARIZONA 

Limitation of Handling 
§ 953.1014 Lemon Regulation 907. 

(a) Findings. (1) Pursuant to the 
marketing agreement, as amended, and 


RULES AND REGULATIONS 

Order No. 53, as amended (7 CFR Part 
953), regulating the handling of lemons 
grown in California and Arizona, effec¬ 
tive under the applicable provisions of 
the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U.S.C. 601- 
674), and upon the basis of the recom¬ 
mendation and information submitted by 
the Lemon Administrative Committee, 
established under the said amended mar¬ 
keting agreement and order, and upon 
other available information, it is hereby 
found that the limitation of handling of 
such lemons as hereinafter provided will 
tend to effectuate the declared policy of 
the act. 

(2) It is hereby further found that it 
is impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
hereof in the Federal Register (5 U.S.C. 
1001-1011) because the time intervening 
between the date when information upon 
which this section is based became avail¬ 
able and the time when this section must 
become effective in order to effectuate 
the declared policy of the act is insuffi¬ 
cient, and a reasonable time is permitted, 
under the circumstances, for preparation 
for such effective time; and good cause 
exists for making the provisions hereof 
effective as hereinafter set forth. The 
committee held an open meeting during 
the current week, after giving due notice 
thereof, to consider supply and market 
conditions for lemons and the need for 
regulation; interested persons were af¬ 
forded an opportunity to submit infor¬ 
mation and views at this meeting; the 
recommendation and supporting infor¬ 
mation for regulation during the period 
specified herein were promptly submitted 
to the Department after such meeting 
was held; the provisions of this section, 
including its effective time, are identical 
with the aforesaid recommendation of 
the committee, and information con¬ 
cerning such provisions and effective 
time has been disseminated among han¬ 
dlers of such lemons; it is necessary, in 
order to effectuate the declared policy 
of the act, to make this section effective 
during the period herein specified; and 
compliance with this section will not 
require any special preparation on the 
part of persons subject hereto which 
cannot be completed on or before the 
effective date hereof. Such committee 
meeting was held on July 5, 1961. 

(b) Order. (1) The respective quan¬ 
tities of lemons grown in California and 
Arizona which may be handled during 
the period beginning at 12:01 a.m., 
P.s.t., July 9, 1961, and ending at 12:01 
v a.m., P.s.t., July 16, 1961, are hereby 
fixed as follows: 

(1) District 1: Unlimited movement; 

(ii) District 2: 372,000 cartons; 

(iii) District 3: Unlimited movement. 

(2) As used in this section, “handled,” 
, “District 1,” “District 2,” “District 3,” 

and “carton” have the same meaning 
as when used in the said amended mar¬ 
keting agreement and order. 


(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S C 
601-674) 

Dated: July 6,1961. 

Floyd F. Hedlund, 
Director , Fruit and Vegetable 
Division , Agricultural Mar¬ 
keting Service. 

[F.R. Doc. 61-6470; Filed, July 7, 1961; 
8:51 a.m.] 


Title 14—AERONAUTICS AND 
SPACE 

Chapter II—Civil Aeronautics Board 

SUBCHAPTER B—PROCEDURAL REGULATIONS 

[Reg. No. PR-50] 

PART 302—RULES OF PRACTICE IN 
ECONOMIC PROCEEDINGS 

Dismissal of Remaining Portions of 
Route Applications Partially Desig¬ 
nated for Hearing or Consolidated 
Hearing 

July 3, 1961. 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C., 
on the 3d day of July 1961. 

In delineating the scope of its formal 
route proceedings, the Board has fol¬ 
lowed the practice of designating for 
hearing or consolidated hearing in a 
particular proceeding only those por¬ 
tions of individual route applications 
proposing service within the geograph¬ 
ical scope of the consolidated proceed¬ 
ing. The remaining portions of such 
applications are then severed and re¬ 
main on the Board’s docket as active 
applications under their original docket 
numbers. 

Consequently, the Board’s docket has 
been encumbered with severed portions 
of applications seeking authority which 
frequently bears only a slight relation¬ 
ship to the overall authority sought by 
the original applications and which the 
applicant may no longer have any genu¬ 
ine interest in prosecuting. Moreover, 
in many instances, it has been difficult 
to determine the precise scope of the 
authority included in the severed por¬ 
tion of an application. This is particu¬ 
larly true where the remaining portion 
of the application represents only a 
fragment of the route originally re¬ 
quested or where the application has 
been repeatedly subjected to amend¬ 
ments by the applicant and severances 
by the Board. For these reasons, it is 
apparent that present docketing and 
severance practices have imposed an un¬ 
necessary burden on the Board, its staff 
and outside parties who are interested 
in ascertaining the scope of the pend¬ 
ing requests for route authority included 
in the active dockets. 

This amendment adds a new para¬ 
graph (d) to § 302.12 of Subpart A of 
Part 302. The new paragraph provides 
for the dismissal without prejudice of 
the remaining portions of all applica¬ 
tions which have in part been desig¬ 
nated for hearing, or consolidated hear¬ 
ing, by the Board. 
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Saturday, July 8,1961 

Since this amendment is not a sub¬ 
stantive rule, notice and public proce¬ 
dure hereon are not required and the 
amendment may be made effective 30 
days after publication. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
§ 302.12 of Part 302 of the Procedural 
Regulations (14 CFR Part 302), effec¬ 
tive August 7, 1961, by adding a new 
paragraph (d), as follows: 

§ 302.12 Consolidations. 

***** 

(d) Dismissal of remaining portions 
of applications partially designated for 
hearing or consolidated hearing. When 
the Board severs parts of applications 
filed under section 401 of the Act and 
designates them for hearing or for con¬ 
solidated hearing in a proceeding, it 
will dismiss without prejudice the re¬ 
maining portions of such applications. 
(Sec. 204(a), 72 Stat. 743; 49 U.S.C. 1324. 
Interpret or apply sec. 1001, 72 Stat. 788; 49 
U.S.C. 1481) 

By the Civil Aeronautics Board. 

[seal] Harold R. Sanderson, 

Secretary. 

[F.R. Doc. 61-6418; Filed, July 7, 1961; 

8:47 a.m.] 


Chapter III—Federal Aviation Agency 
SUBCHAPTER A—PROCEDURAL REGULATIONS 

[Reg. Docket No. 609; Amdt. 1] 

PART 406—CERTIFICATION 
PROCEDURES 

Clarification of Requirements for First- 
and Second-Class Medical Cer¬ 
tificate 

Subparagraphs (a)(1) and (b)(1) of 
§ 406.12 require all applicants for, as well 
as the holders of, airline transport pilot 
ratings and commercial pilot certificates 
to obtain first-class or second-class med¬ 
ical certificates respectively. However, 
§43.41 (14 CFR 43.41) of the General 
Operation Rules permits the holder of 
a pilot certificate to hold only that class 
of medical certificate appropriate to the 
flight privilege exercised. For example, 
even though the applicant for an airline 
transport rating is required under the 
certification rules of Part 21 to obtain a 
first-class medical certificate for the 
original issuance of his airline transport 
rating, he need possess only a secondr 
class medical certificate for those opera¬ 
tions requiring a commercial pilot cer¬ 
tificate. This amendment changes the 
procedural provisions of § 406.12 to con¬ 
form with the operation rules of § 43.41. 

Since the provisions in this amend¬ 
ment are a clarification of the proce¬ 
dural rules, notice and public procedure 
hereon are unnecessary and it may be 
made effective immediately. 

Accordingly, paragraphs (a) (1) and 
(b)(1) of § 406.12 of Part 406 (14 CFR 
Part 406) is hereby amended, effective 
on the date of publication in the Federal 
Register, to read as follows: 

§406.12 Medical certificates. 

***** 

(a) First-class medical certificate — 
(1) Purpose. This certificate must be 


obtained by all applicants for an airline 
transport pilot rating, and those holders 
of such rating who exercise the privi¬ 
leges thereof. 

***** 

(b) Second-class medical certificate — 
(1) Purpose. This certificate must be 
obtained by all applicants for a commer¬ 
cial pilot certificate, air-traffic control- 
tower operator certificate, flight navi¬ 
gator certificate, flight engineer certifi¬ 
cate, or commercial lighter-than-air 
pilot certificate, and those holders of 
such certificates who exercise the privi¬ 
leges thereof. 

(Secs. 313a, 601, 602, 72 Stat. 752, 775, 776; 
49 U.S.C. 1354, 1421, 1422) 

Issued in Washington, D.C., on July 3, 
1961. 

N. E. Halaby, 
Administrator. 

[F.R. Doc. 61-6398; Filed, July 7, 1961; 

8:45 a.m.] 


[Regulatory Docket No. 789] 

PART 415—TESTIMONY BY EMPLOY¬ 
EES, PRODUCTION OF RECORDS, 
AND SERVICE OF PROCESS AND 
PLEADINGS IN LEGAL PROCEED¬ 
INGS 

The Agency’s policy and procedures 
concerning the subject matter of this 
part are presently contained in part in 
the present Part 415 and in part in Gen¬ 
eral Order 51 and Policy Order 3 issued 
by the Civil Aeronautics Administration 
effective October 30, 1952 and July 1, 
1956 respectively. 

This revision incorporates into Part 
415 those provisions of the General 
Order and Policy Order not previously 
included in Part 415. It also adds pro¬ 
visions authorizing Regional Counsel of 
the Agency to waive application of the 
part in certain cases. 

Action is being taken simultaneously 
to rescind General Order 51 and Policy 
Order 3. 1 

Inasmuch as this revision involves only 
matters of Agency management, pro¬ 
cedure and practice, notice and public 
procedure hereon are unnecessary and 
it may be made effective immediately. 

In consideration of the foregoing, Part 
415 of the regulations of the Adminis¬ 
trator (14 CFR Part 415) is hereby re¬ 
vised to read as follows effective upon 
publication in the Federal Register: 

Sec. 

415.1 Purpose. 

415.2 Legal proceedings in which the U.S. 

Government is involved. 

415.3 Legal proceedings between private 

litigants. 

415.4 Deviation from policy. 

415.5 Designation of General Counsel to ac¬ 

cept service on behalf of the Ad¬ 
ministrator. 

Authority: §§ 415.1 to 415.5 issued under 
sections 303(d), 313(a), 72 Stat. 747, 752; 49 
U.S.C. 1344, 1354. 

§ 415.1 Purpose. 

The purpose of this part is to prescribe 
the policy and procedures of the Federal 


1 See F.R. Doc. 61-6412 in Notices section, 
infra. 


Aviation Agency with respect to testi¬ 
mony by its employees as witnesses in 
legal proceedings, the release or dis¬ 
closure of Agency files and documents, 
and the service of legal process and 
pleadings. 

§ 415.2 Legal proceedings in which the 
U.S. Government is involved. 

(a) Agency employees are required to 
give testimony as witnesses for the Gov¬ 
ernment in all legal proceedings in which 
the Government is involved whenever 
such appearance is requested by the at¬ 
torney in charge of the presentation of 
the case for the Government. This in¬ 
cludes testimony as expert or opinion 
witnesses as well as testimony as to facts. 
In most instances, the attorney present¬ 
ing the case on behalf of the Govern¬ 
ment will be an attorney on the staff of 
the General Counsel in Washington, a 
Regional Counsel, or a U.S. District 
Attorney. 

(b) Agency employees are not permit¬ 
ted to give testimony as expert or opinion 
witnesses for an adverse party in pro¬ 
ceedings in which the Government is in¬ 
volved, although they may give testi¬ 
mony as to facts. 

§ 415.3 Legal proceedings between pri¬ 
vate litigants. 

Agency employees are not permitted 
to give testimony as expert or opinion 
witnesses in legal proceedings between 
private litigants. The principal reasons 
for this policy are to conserve the time 
of employees for the conduct of official 
business, to minimize the possibility of 
criticism directed toward the Agency in 
the event of participation of its employ¬ 
ees in controversial issues, and to avoid 
the expenditure of Government time and 
money for private purposes. Private 
litigants may properly be expected to 
obtain their own expert witnesses from 
private sources. 

(a) Subpoenas. Agency employees 
who have been properly served with a 
subpoena must appear at the time and 
place specified. The employee shall im¬ 
mediately report the service to the Gen¬ 
eral Counsel or to the appropriate 
Regional Counsel, who will determine 
whether the employee is required to com¬ 
ply, and will provide the employee with 
legal representation. When compliance 
with a subpoena will seriously affect the 
performance of official duties, or require 
the production of Agency documents or 
files, the release of which is prohibited 
by Agency Standard Practice Part 7, the 
General Counsel (or Regional Counsel) 
will attempt to have it withdrawn or 
modified. 

(b) Factual testimony. Employees 
properly subpoenaed shall testify to facts 
within their personal knowledge even 
though such facts have been embodied 
in a report which they are not permitted 
to produce: Provided, however. That per¬ 
mission has been obtained from the Gen¬ 
eral Counsel or the Regional Counsel for 
the disclosure of information restricted 
by statute or in violation of Agency regu¬ 
lations. In giving factual testimony, 
employees shall avoid any statements of 
opinions. 

(c) Expert or opinion testimony. If, 
in the course of testifying, an employee 
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is asked a question calling for expert or 
opinion testimony, he shall decline to 
answer on the basis that he is forbidden 
to do so under this part. If then ordered 
by the court to give such testimony, he 
shall comply. 

(d) Disclosure of agency documents 
and files. (1) It is the general policy of 
the Federal Aviation Agency to make 
factual information in its possession 
available to persons properly and di¬ 
rectly concerned. This policy reflects 
the principle that Federal Aviation 
Agency exists to serve the public and 
that a free sharing of information within 
the Government and with the public is 
usually in the public interest. Agency 
employees may therefore release to other 
Agencies of the Federal Government and 
to the general public information, doc¬ 
uments and records as authorized by 
Agency Standard Practice Part 7. 

(2) Information, documents, and rec¬ 
ords are in the custody of employees for 
purposes relating to the performance of 
their official duties only. They have no 
authority or discretion to permit their 
use for any other purpose. Except as 
to documents and files the release or 
production of which is authorized by 
Agency Standard Practice Part 7, em¬ 
ployees are prohibited from releasing in¬ 
formation, documents or records or from 
producing them in court, whether in 
answer to a subpoena ordering that they 
be produced or otherwise. 

(3) Agency employees are prohibited 
from producing Agency documents or 
records for use in court except upon 
clearance from the General Counsel or 
appropriate Regional Counsel. If a re¬ 
quest is received by an employee for such 
production, or if a subpoena is served 
upon an employee calling for production 
of documents or records, the request or 
subpoena shall be referred to the General 
Counsel or appropriate Regional Coun¬ 
sel. If the request or subpoena calls for 
the production of documents the release 
of which is authorized by Agency Stand¬ 
ard Practice Part 7, the General Coun¬ 
sel or Regional Counsel shall honor the 
request or subpoena. 

(4) When an employee is served with 
subpoena calling for the production of 
Agency documents or records, the release 
of which is restricted by statute or 
Agency regulations, the General Coun¬ 
sel or appropriate Regional Counsel will 
attempt to obtain a withdrawal or va¬ 
cation of the subpoena. Where this can¬ 
not be accomplished, the employee shall 
appear at the time and place specified 
in the subpoena (accompanied by a rep¬ 
resentative from the General Counsel’s 
or Regional Counsel’s office) and explain 
to the court that he is prohibited by FAA 
regulations from producing the records, 
whether in answer to a subpoena or 
otherwise. 

(5) Where an employee following the 
procedure indicated above is cited for 
contempt of court, the General Counsel 
or Regional Counsel shall request the 
local U.S. Attorney to institute habeas 
corpus proceedings. Regional Counsel 
will immediately report cases of this kind 
to the General Counsel who will obtain 
the necessary cooperation of the Depart¬ 
ment of Justice in Washington. 
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§ 415.4 Deviation from policy. 

Permission to deviate from the policies 
prescribed in this part may be granted 
only by the General Counsel or Regional 
Counsel. Such permission and waiver 
shall be granted only (a) when such 
deviation is necessary to prevent a mis¬ 
carriage of justice; (b) when the FAA 
has an interest in the decision which 
may be rendered in the legal proceed¬ 
ings; or (c) when it is determined that 
a deviation is in the best interest of 
civil aviation or the Government. 

§ 415.5 Designation of General Counsel 
to accept service on behalf of the 
Administrator. 

The service of legal process or plead¬ 
ings upon the Administrator of the Fed¬ 
eral Aviation Agency in judicial and 
administrative proceedings, including 
proceedings before the Civil Aeronautics 
Board and Agency proceedings, may be 
had, at the option of the server, upon 
the General Counsel, Deputy General 
Counsel, or Associate General Counsel 
for Enforcement, Litigation and Claims, 
with the same effect as it served upon 
the Administrator. The designated 
officials will accept and acknowledge such 
service and take such further action 
therein as is appropriate. 

Issued in Washington, D.C., on July 3, 
1961. 

N. E. Halaby, 
Administrator. 

[F.R. Doc. 61-6397; Filed, July 7, 1961; 

8:45 a.m.] 


Chapter V —National Aeronautics and 
Space Administration 

PART 1204—ADMINISTRATIVE 
AUTHORITY AND POLICY 

Subpart 3—Tort Claim Regulations 

Sec. 

1204.300 Scope of subpart. 

1204.301 Claimant. 

1204.302 Form of claim. 

1204.303 Filing of claims. 

1204.304 Evidence to be submitted by 

claimant. 

1204.305 Investigation of claims. 

1204.306 Payment of claims. 

1204.307 Acceptance of award or settlement 

by claimant. 

1204.308 Attorney’s fees. 

1204.309 NASA officials authorized to settle 

tort claims. 

Authority: §§ 1204.300 to 1204.309 issued 
under 28 U.S.C. 2671-2680 and 42 U.S.C. 
2473(b)(13). 

§ 1204.300 Scope of subpart. 

This subpart establishes the proce¬ 
dures for the submission of claims for 
bodily injury, death, and property dam¬ 
age or loss cognizable under the Federal 
Tort Claims Act (28 U.S.C. 2671-2680) 
or the National Aeronautics and Space 
Act of 1958 (42 U.S.C. 2473(b) (13)) and 
designates NASA officials authorized to 
act upon such claims. 

§ 1204.301 Claimant. 

(a) If the property was insured and 
the insurer has a right of subrogation, 
in whole or in part, and if both the owner 
and the insurer desire to file a claim for 


their respective losses, they should join 
in one claim. 

(b) Claims for bodily injury may be 
filed by the injured person or his agent 
or attorney. 

(c) Claims for death may be filed by 
the personal representative of the de¬ 
cedent or by the administrator, executor, 
or guardian. When filed by an agent or 
attorney, the claim must show the title 
or capacity of the person representing 
the claimant and be accompanied with 
evidence of the appointment of such per¬ 
son as agent, legal representative, execu¬ 
tor, administrator, guardian, or other 
fiduciary. 

§ 1204.302 Form of claim. 

Claims should be prepared on Govern¬ 
ment Standard Form 95 “Claim for Dam¬ 
age or Injury.” Copies of this form are 
available upon request at NASA Head¬ 
quarters or the appropriate field installa¬ 
tion. All information requested therein 
should be given in detail. It is especially 
important that the amount claimed for 
property damage and for bodily injury 
be indicated in the space provided. 
Claims should be prepared in duplicate 
and signed. 

§ 1204.303 Filing of claims. 

(a) Claims covered by this subpart 
must be filed within two years after the 
accident or incident or death by the 
claimant (see § 1204.301). 

(b) Claims should be submitted di¬ 
rectly to the NASA installation whose 
employee is alleged to be responsible for 
the accident or incident, if known, or if 
not known, to the Office of General 
Counsel, National Aeronautics and Space 
Administration, Washington 25, D.C. 

§ 1204.304 Evidence to be submitted by 
claimant. 

(a) General. The amount claimed on 
account of damage to or loss of property, 
or on account of bodily injury or death 
should, so far as possible, be substanti¬ 
ated by competent evidence. Supporting 
statements, estimates and the like should, 
if possible, be obtained from disinterested 
parties. All evidence should be sub¬ 
mitted in duplicate. The original evi¬ 
dence or certified copies thereof should 
be attached to the original and copy of 
the claim. 

(b) Personal injury or death. In sup¬ 
port of claims for personal injury or 
death, the claimant should submit item¬ 
ized bills for medical, hospital or burial 
expenses actually incurred; a statement 
from the claimant’s or decedent’s em¬ 
ployer as to time and income lost from 
work; and a written report by the at¬ 
tending physician with respect to the na¬ 
ture and extent of the injury, the nature 
and extent of treatment, the degree of 
disability, the period of hospitalization 
or incapacitation, and the prognosis as 
to future treatment, hospitalization, and 
other relevant matters. 

(c) Damage to property. In support 
of claims for damage to property, the 
claimant should submit: 

(1) An itemized receipt in the case 
of property which has been repaired. 

(2) Itemized estimates of the cost of 
repairs from two reliable parties who 
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specialize in such work, in the case of 
unrepaired property, or 

(3) Corroborative statements from 
two reliable, qualified persons with re¬ 
spect to the cost, age of the property, 
and salvage value in the case where the 
property is not economically repairable. 

§ 1204.305 Investigation of claims. 

When a claim is received, the official 
designated in § 1204.309 shall conduct 
such investigation as may be appropriate 
for a determination of the validity of the 
claim. The services of an investigatory 
group or official at any NASA installa¬ 
tion may be obtained to assist in such 
investigations. 

§ 1204.306 Payment of claims. 

When a claim is settled, it will be re¬ 
ferred for payment to the appropriate 
fiscal office through the appropriate 
budget office. 

§ 1204.307 Acceptance of award or set¬ 
tlement by claimant. 

The acceptance by the claimant of an 
award, adjustment, or settlement is final 
and conclusive on the claimant, and 
constitutes a complete release of any 
claim against the United States and 
against the employee of the Government 
whose act or omission gave rise to the 
claim. 

§ 1204.308 Attorney’s fees. 

As part of any award or settlement, 
reasonable attorney’s fees may be al¬ 
lowed out of, but not in addition to, the 
amount of the award or settlement. If 
the award or setlement is $500 or more, 
the fee shall not exceed 10 percent of the 
amount of the award or settlement. 

§ 1204.309 NASA officials authorized to 
settle tort claims. 

The following NASA officials are au¬ 
thorized to consider, ascertain, adjust, 
determine, and settle claims covered by 
this subpart to the extent provided 
below: 

(a) The General Counsel and Deputy 
General Counsel at NASA Headquarters 
are authorized to consider, ascertain, ad¬ 
just, determine, and settle any such 
claim. 

(b) The Chief Counsel assigned to a 
NASA field installation is authorized to 
consider, ascertain, adjust, determine, 
and settle any such claim not exceeding 
$1,000 arising from the activities of that 
installation. 

(c) In addition, authority to act upon 
claims not exceeding $1,000 arising at: 

The Wallops Station is vested in 
the Chief Counsel, Langley Research 
Center, 

(2) The Ames Research Center and 
the Plight Research Center is vested in 
the Chief Counsel, Western Operations 
Office. 

(3) The Space Task Group is vested 
in the Chief Counsel, Langley Research 
Center, until a Chief Counsel has been 
assigned at the Space Task Group. 

(d) Claims arising at the Lewis Re¬ 
search Center shall continue to be re¬ 
ferred to the General Counsel, NASA 
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Headquarters, until a Chief Counsel has 
been assigned at Lewis Research Center. 

James E. Webb, 
Administrator. 

[F.R. Doc. 61-6404; Filed, July 7, 1961; 
8:46 a.m.] 


Title 33—NAVIGATION AND 
NAVIGABLE WATERS 

Chapter II—Corps of Engineers, 
Department of the Army 

PART 204—DANGER ZONE 
REGULATIONS 

Atlantic Ocean Off Delaware Coast 

Pursuant to the provisions of Chap¬ 
ter XIX of the Army Appropriation Act 
of July 9, 1918 (40 Stat. 892; 33 U.S.C. 
3), § 204.25 is hereby amended revoking 
paragraph (a) (1) and prescribing the 
periods of use of Army antiaircraft artil¬ 
lery firing areas in the Atlantic Ocean off 
the Delaware Coast during the calendar 
year 1961, effective upon publication in 
the Federal Register since firing is 
scheduled for July 10, as follows: 

§ 204.25 Atlantic Ocean off Delaware 
Coast; antiaircraft artillery firing 
areas. Second United States Army. 

(a) The danger zones. (1) [Re¬ 
voked] 

♦ * * * * 

(b) The regulations. * * * 

(2) Firing will take place on certain 
days other than Saturdays, Sundays and 
national holidays, as listed in public 
notice to be issued each year by the Dis¬ 
trict Engineer, U.S. Army Engineer Dis¬ 
trict, Philadelphia, Pennsylvania. 

Note: Firing is scheduled to take place on 
the following days in 1961 (all dates in¬ 
clusive) : 

July 10 to 14, 17 to 21, 31. 

August 1 to 4, 7 to 11, 21 to 25, 28 to 31. 

September 1. 

[Regs., June 12, 1961, 285/91 (Atlantic Ocean, 
Del.) —ENGCW-ON] (Ch. XIX, 40 Stat. 892; 
33 U.S.C. 3) 

R. V. Lee, 

Major General , U.S. Army , 

The Adjutant General. 

[F.R. Doc. 61-6478; Filed, July 7, 1961; 
8:51 a.m.] 


Title 39—POSTAL SERVICE 

Chapter I—Post Office Department 

SUBCHAPTERS K-R—INTERNATIONAL MAIL 

INTERNATIONAL POSTAGE RATES 
AND FEES 

Correction 

In F.R. Doc. 61-5864, appearing at page 
5670 of the issue for Saturday, June 24, 
1961, the following corrections are made 
in the table of rates for all airmail and 
for surface parcel post: 

1. For Chile, the entry under Parcel 
Post, first 4 oz., should read “1.85” in¬ 
stead of “1.05”. 
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2. For Congo (Brazzaville and Leopold¬ 
ville), the entry under Surface Parcel 
Post, each additional pound or fraction, 
should read “.35” instead of “.33”. 

3. For Dahomey, the entry under 
Other articles (prints, samples, small 
packets, etc.), first 2 oz., should read 
“.50” instead of “.30”. 

4. For Fiji Islands, the entry under 
Parcel Post, each additional 4 oz. or frac¬ 
tion, should read “.56” instead of “.36”. 

5. For Gabon Republic, the entry 
under Parcel Post, each additional 4 oz. 
or fraction, should read “.67” instead of 
“. 6 ”. 

6. For Gambia, the entry under Other 
articles (prints, samples, small packets, 
etc.), first 2 oz., should read “.50” in¬ 
stead of “.30”. 

7. For Ghana, the entry under Parcel 
Post, each additional 4 oz. or fraction, 
should read “.58” instead of “.56”. 

8. For Guatemala, the entry under 
Surface Parcel Post, first 2 pounds, 
should read “.80” instead of “.90”. 


Title 41—PUBLIC CONTRACTS 

Chapter 2—Federal Aviation Agency 

PART 2-3—PROCUREMENT BY 
NEGOTIATION 

Subpart 2—3.3—Determinations, 
Findings and Authorities 

This chapter is supplemented as fol¬ 
lows: 

Sec. 

2-3.301 Determinations and findings re¬ 
quired. 

2-3.302 Form and requirements of determi¬ 
nations and findings; preserva¬ 
tion of data. 

2-3.350 Selection of appropriate authority 
and citation. 

Authority: §§ 2-3.301, 2-3.302, and 2-3.350 
issued under secs. 303, 313, 72 Stat. 747, 752; 
49 U.S.C. 1344, 1354. 

§ 2—3.301 Determinations and findings 
required. 

(a) Formal written findings and de¬ 
terminations (F&D) are required by law 
to be made and filed with the contract 
in every case negotiated under §§ 1-3.211 
through 1-3.214 of this title. In addi¬ 
tion F&D shall be prepared to support 
negotiation under §§ 1-3.202 and 1-3.210 
of this title. F&D for these purposes 
shall be entitled “Authority for Negotia¬ 
tion.” 

(b) The findings and determinations 
required, in a particular case, by § 1-3.- 
301 (a) and (b) of this title shall be com¬ 
bined into a single F&D entitled “Method 
of Contracting.” 

(c) F&D required by § 1-3.301(0 of 
this title shall be entitled “Rejection of 
Bids” and shall be prepared and signed 
before any action is taken to readvertise 
or negotiate for the requirements. If 
the requirements are to be procured by 
negotiation based on such rejection, a 
combined “Rejection of Bids” and “Au¬ 
thority for Negotiation F&D” may be 
used. 
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§ 2—3.302 Form and requirements for 
determinations and findings; preser¬ 
vation of data. 

(a) General. F&D may be made with 
respect to (1) individual, or (2) classes 
of purchases or contracts, and shall be 
final. F&D for class purchases or con¬ 
tracts shall state period of time deter¬ 
mination will be effective. This period 
of time shall be kept to a minimum con¬ 
sistent with the requirements and in¬ 
terests of the Government, and in any 
event shall not exceed three years. 

(b) Responsibility. (1) F&D made 
under the following sections of this title 
are to be prepared for signature of the 
Administrator: 

§1-3.211 (41 U.S.C. 252(c) (11)) Experi¬ 
mental, developmental or research work in 
excess of $25,000. 

§ 1-3.212 (41 U.S.C. 252(c) (12)) Purchases 
not to be publicly disclosed for reasons of 
national security. 

§ 1-3.213 (41 U.S.C. 252(c) (13)) Technical 
equipment requiring standardization and 
interchangeability of parts. 

(2) F&D to be signed by the Ad¬ 
ministrator shall be prepared by the 
contracting officer concerned and for¬ 
warded to the Administrator through the 
Head of the originating Bureau or Office. 
To reduce the volume of individual F&D 
required to be signed by the Administra¬ 
tor, maximum use shall be made of 
class F&D. 

(3) Authority to make F&D under the 
following sections of this title is dele¬ 
gable to the contracting officers of the 
Agency and shall be executed by such 
officers to the extent that this authority 
is formally delegated to them: 

§1-3.201 (41 U.S.C. 252(c)(1)) National 
emergency. 

§ 1-3.202 (41 U.S.C. 252(c)(2)) Public 

exigency. 

§1-3.210 (41 U.S.C. 252(c) (10)) Imprac¬ 
ticable to secure competition by formal 
advertising. 

§1-3.211 (41 U.S.C. 252(c) (11)) Experi¬ 
mental, developmental or research work not 
exceeding $25,000. 

§1-3.214 (41 U.S.C. 252(c) (14)) Negoti¬ 
ation after advertising. 

§1-3.301 (a) and (b) (41 U.S.C. 254(b)) 
Estimated cost, fee, and type of contract. 

§ 1-3.301 (c) (41 U.S.C. 253(b)) Rejection 
of bids. 

(c) Format. (1) To the greatest ex¬ 
tent practicable, each F&D should be 
limited to a single page. 

(2) Heading: The following heading 
should be used: 

Federal Aviation Agency 
Findings and Determinations 
(Type of F&D—See § 2-3.301) 
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(3) Findings: This section shall set 
forth a brief description of the property 
or services being procured, estimated 
cost (including, when applicable, a state¬ 
ment of the fee and an explanation of 
any deviation from Agency fee limita¬ 
tions contained in § 2-3.404-3), the 
amount of competition being sought, or 
if no competition is intended, the basis 
for this decision. In F&D justifying the 
method of contracting, the reasons for 
selecting the particular type of contract 
must be explained. Other findings shall 
be set forth as concisely as possible, con¬ 
fining them to facts which are relevant 
to support the one or more determina¬ 
tions being made. 

(4) Determination: The determina¬ 
tion^) shall be confined to the require¬ 
ments of the particular language of the 
applicable section of the statute, or of 
Subpart 1-3.2 of this title. The deter¬ 
mination (s) must be clearly supported by 
the findings made. In every case, the 
determination shall specifically cite the 
applicable statute. Examples: 

Upon the basis of these findings and de¬ 
terminations, the proposed contract may be 
negotiated without formal advertising pursu¬ 
ant to 41 U.S.G. 252(c) (insert applicable 
subsection). 

Upon the basis of these findings, I hereby 
determine, pursuant to 41 U.S.C. 254(b), 
that the estimated cost of the contract, ex¬ 
clusive of the fee, is $__ and that the 

fee in the amount of $_is reasonable 

and within statutory and administrative 
limitations. 

Upon the basis of these findings, I hereby 
determine, pursuant to 41 U.S.C. 254(b), that 
the use of (insert type of contract) is likely 
to be less costly than other methods of 
contracting. 

Upon the basis of these findings, I hereby 
determine, pursuant to 41 U.S.C. 253(b), 
that it is in the public interest to reject all 
bids. 

(5) Signature identification: For F&D 
to be signed by the Administrator, his 
name and title only shall be typed below 
the space left for his signature. For all 
other F&D, show, in addition to the name 
and title of the signer, the appropriate 
Bureau or Office and a field office identi¬ 
fication (if any) such as: Eastern Region, 
Facilities and Materiel Depot, NAFEC. 

(d) Filing. A minimum of two copies 
of each individual type F&D shall be 
made and executed, a copy filed with the 
General Accounting Office copy of the 
contract, and the original filed in the 
procurement office’s contract file. 


A minimum of three copies of class 
type F&D shall be made with two copies 
filed as stated above, and the third copy, 
with contract number and name of con¬ 
tractor cited, forwarded to the Materiel 
Policy Division, Office of Management 
Services, for circulation as deemed ap¬ 
propriate for information to other pro¬ 
curement offices within the Agency. 
Subsequent contract actions based on a 
class F&D shall reference the initial file 
by contract number and name of 
contractor. 

(e) Numbering. It is left to the dis¬ 
cretion of each originating office whether 
consecutive numbering or other identifi¬ 
cation will result in any benefit for filing 
or other purposes. 

§ 2—3.350 Selection of appropriate au¬ 
thority and citation. 

(a) Where specific authority to nego¬ 
tiate is contained in FAA legislation, that 
authority shall be used, where applicable, 
in preference to any other. In all other 
cases where authority to negotiate may 
be derived from more than one source, 
that source shall be selected which most 
specifically corresponds with all of the 
circumstances of the particular procure¬ 
ment. Authority to negotiate contained 
in section 3709 of the Revised Statutes 
shall not be used. 

(b) With respect to the use of au¬ 
thorities contained in section 302(c) of 
the Federal Property and Administrative 
Services Act of 1949, as amended (41 
U.S.C. 252(c)), the use of subsection (10) 
shall be limited to those situations where 
none of the other subsections can ap¬ 
propriately be used. 

(c) Every contract entered into by ne¬ 
gotiation, and every related Authority 
for Negotiation F&D, shall contain a 
citation to the statutory authority used. 
Agency or general legislative authority 
used may be cited by the section and 
short title of the Act, by appropriate 
U.S. Code reference, or by a combination 
of the two. Authority derived from sec¬ 
tion 302(c) of the Federal Property and 
Administrative Services Act of 1949 
shall in all cases be cited by appropriate 
U.S. Code reference. 

Effective date: These regulations are 
effective July 17,1961. 

Dated: June 30,1961. 

Alan L. Dean, 
Assistant Administrator 
for Management Services. 

[F.R. Doc. 61-6396; Filed, July 7, 1961; 

8:45 a.m.] 









Proposed Rule Making 


DEPARTMENT OF LABOR 

Wage and Hour Division 
[ 29 CFR Ch. V ] 

[Administrative Order No. 551] 

industry committees for newly 

COVERED EMPLOYEES 
Notice of Hearings 

Proviso (2) of subsection 6(c) of the 
Pair Labor Standards Act of 1938, as 
amended by the Pair Labor Standards 
Amendments of 1961 (sec. 5(c), P.L. 87- 
30, 87th Cong., May 5, 1961), provides 
for the appointment of a special industry 
committee under section 5 (29 U.S.C. 
205) of the Act to recommend in accord¬ 
ance with the standards prescribed by 
section 8 (29 U.S.C. 208) the minimum 
wage rate or rates payable to each em¬ 
ployee in Puerto Rico to whom subsec¬ 
tion 6(b) of the Act, as amended by the 
Fair Labor Standards Amendments of 
1961, would otherwise apply; i.e. to em¬ 
ployees in Puerto Rico entitled to its 
minimum wage benefits for the first time 
by reason of the 1961 Amendment. 

Pursuant to the aforesaid proviso and 
as authorized by section 5 of the Act, 
I hereby appoint separate industry com¬ 
mittees to make such recommendations 
for particular industries, and pursuant 
to section 8 of the Act and Reorganiza¬ 
tion Plan No. 6 of 1950 (3 CPR 1949-53 
Comp., p. 1004), I hereby convene these 
industry committees and give notice of 
the hearings to be held by them. 

The names of the members of these 
committees will be published in the Fed¬ 
eral Register at a later date. 

The industry committees are desig¬ 
nated as follows: 

Industry Committee No. NC 1 for the 
wholesaling, warehousing, and other dis¬ 
tribution industry in Puerto Rico; In¬ 
dustry Committee No. NC 2 for the 
construction, business service, banking, 
insurance, finance, and motion picture 
industry in Puerto Rico; Industry Com¬ 
mittee No. NC 3 for the communications, 
utilities, and transportation industry in 
Puerto Rico; and Industry Committee 
No. NC 4 for the manufacturing and mis¬ 
cellaneous industry in Puerto Rico. Ex¬ 
cluded from each such industry, are all 
activities for which employees were en¬ 
titled to minimum wage benefits under 
section 6 of the Act prior to the Fair 
Labor Standards Amendments of 1961. 

For the purpose of this order, the 
wholesaling, warehousing, and other dis¬ 
tribution industry in Puerto Rico is de¬ 
fined as follows: 

The wholesaling, warehousing, and 
other distribution of commodities, includ¬ 
ing, but without limitation, the whole¬ 
saling, warehousing, and other distribu¬ 
tion activities of jobbers, importers and 
exporters, manufacturers’ sales branches 
and offices engaged in distributing prod¬ 
ucts manufactured outside of Puerto 
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Rico, industrial distributors, mail order 
and retail selling establishments, brokers 
and agents, and public warehouses: Pro¬ 
vided, however. That the industry shall 
not include the activities of employees 
who are engaged in wholesaling, ware¬ 
housing, and other distribution of prod¬ 
ucts manufactured by their employer in 
Puerto Rico, the activities of gasoline 
service establishments, or any activities 
included in the definition of the com¬ 
munications, utilities, and transporta¬ 
tion industry in Puerto Rico in this order, 
in the definition of the tobacco industry 
in Puerto Rico (29 CFR Part 657), or in 
the definition of the food and related 
products industry in Puerto Rico (29 
CFR Part 673). _ 

For the purpose of this order, the con¬ 
struction, business service, banking, in¬ 
surance, finance, and motion picture 
industry in Puerto Rico is defined as 
follows: 

The design, construction, reconstruc¬ 
tion, alteration, repair, and mainte¬ 
nance of buildings, structures, and other 
improvements; the assembling at the 
construction site and the installation of 
machinery and other facilities in or upon 
buildings, structures, and other improve¬ 
ments; the dismantling, wrecking, or 
other demolition of buildings, structures, 
and other improvements; the activity 
carried on by any business or nonprofit 
enterprise performing real estate, pro¬ 
fessional, advertising, education, or re¬ 
search activities, or engaged in the 
furnishing of other facilities or services 
to industrial or commercial establish¬ 
ments or to the consumer, including the 
activities of gasoline service establish¬ 
ments; the business whether or not for 
profit carried on by any bank, insurance, 
or other financial institution or enter¬ 
prise ; and the production of photographs 
and blueprints, the production and dis¬ 
tribution of motion pictures and all 
activities incidental thereto. Provided, 
however. That the industry shall not 
include any activity carried on by an 
establishment primarily engaged in an¬ 
other industry in Puerto Rico for its own 
use. 

For purpose of this order, the commu¬ 
nications, utilities, and transportation 
industry in Puerto Rico is defined as 
follows: 

The industry carried on by any wire 
or radio system of communication, or by 
messenger service; by any concern en¬ 
gaged in the production and distribution 
of gas, electricity, or steam, the distri¬ 
bution of water, or the operation of 
sanitation facilities; and by any con¬ 
cern engaged in transportation for 
compensation by air, water, rail, motor 
vehicle, pipeline, or other means, or in 
related activities, including the operation 
of travel bureaus and ticket agencies, 
stevedoring, consolidating, forwarding, 
crating, and boxing: Provided, however. 
That the industry shall not include 
railroad transportation activities carried 
on by a producer of raw sugar, cane 
juice, molasses, refined sugar, and inci¬ 


dental by-products (or by any firm 
owned or controlled by or owning and 
controlling such producer, or by any 
firm owned or controlled by the parent 
company of such producer), where the 
railroad transportation activities are in 
whole or in part used for the production 
or shipment of these products, and any 
transportation activities by truck or 
other vehicle performed by a producer 
of these products in connection with the 
production or shipment of such products 
by such producer. 

For the purpose of this order, the 
manufacturing and miscellaneous indus¬ 
try in Puerto Rico is defined as follows: 

The engagement in the mechanical or 
chemical transformation of inorganic or 
organic substances into new products, 
including the assembling of component 
parts of such products; or in any activ¬ 
ities involving the employment of 
employees in industry or enterprise in 
Puerto Rico except in the wholesaling, 
warehousing, and other distribution 
industry in Puerto Rico; the construc¬ 
tion, business service, banking, 
insurance, finance, and motion picture 
industry in Puerto Rico; and the com¬ 
munications, utilities and transportation 
industry in Puerto Rico, as these indus¬ 
tries are defined herein. 

I hereby refer to each of the above- 
named industry committees the question 
of the minimum wage rate or rates to be 
fixed for the industry with which it is 
concerned. Each industry committee 
shall investigate conditions in its indus¬ 
try, and the committee, or any au¬ 
thorized subcommittee thereof, shall 
hear such witnesses and receive such 
evidence as may be necessary or appro¬ 
priate to enable the committee to per¬ 
form its duties and functions under the 
Act. 

Industry Committee No. NC 1 shall 
convene at 10:00 a.m., on July 31, 1961, 
in the office of the Wage and Hour and 
Public Contracts Divisions, United States 
Department of Labor, New York Depart¬ 
ment Store Building, Fortaleza and San 
Jose Streets, San Juan, Puerto Rico, to 
conduct its investigation and shall com¬ 
mence its hearing at 2:00 p.m., on the 
same date at the same place. Follow¬ 
ing this hearing, Industry Committees 
NC 2, 3, and 4 shall convene in the same 
place at hours designated by their 
respective chairmen to conduct their 
investigations and hold their hearings. 

Each of the industry committees shall 
recommend to the Secretary of Labor 
the highest minimum wage rates for the 
industry which it determines, having due 
regard to economic and competitive con¬ 
ditions, will not substantially curtail 
employment in the industry, and will 
not give any industry in Puerto Rico a 
competitive advantage over any industry 
in the United States outside of Puerto 
Rico, the Virgin Islands, and American 
Samoa. No committee shall recommend 
minimum rates of wages in excess of 
$1 an hour, as provided in subsection 
6(b) of the Act. 
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Whenever an industry committee finds 
that a higher minimum wage may be 
determined for employees engaged In 
certain activities or in the manufacture 
of certain products in the industry than 
may be determined for other employees 
in the industry, the industry committee 
shall recommend such reasonable classi¬ 
fications within the industry as it de¬ 
termines to be necessary for the purpose 
of fixing for each classification the high¬ 
est minimum wage rate that can be 
determined for it (not in excess of $1 an 
hour as prescribed in subsection 6(b) 
of the Act), under the principles set 
forth herein, which will not substan¬ 
tially curtail employment in such classi¬ 
fication and will not give a competitive 
advantage to any group in the industry. 
No classification shall be made, however, 
and no minimum wage rate shall be 
fixed solely on a regional basis or on 
the basis of age or sex. 

In determining whether there should 
be classifications within an industry, in 
making such classifications, and in de¬ 
termining the minimum wage rates for 
such classifications, each industry com¬ 
mittee shall consider, among other rele¬ 
vant factors, the following: (1) Com¬ 
petitive conditions as affected by 
transportation, living and production 
costs; (2) the wages established for work 
of like or comparable character by col¬ 
lective labor agreements negotiated be¬ 
tween employers and employees by 
representatives of their own choosing; 
and (3) wages paid for work of like or 
comparable character by employers who 
voluntarily maintain minimum wage 
standards in the industry. 

The Administrator of the Wage and 
Hour and Public Contracts Divisions 
shall prepare an economic report for 
each industry committee containing such 
data as he is able to assemble pertinent 
to the matters referred to the committee. 
Copies of each such report may be ob¬ 
tained prior to the hearings at the 
Washington and Puerto Rican offices of 
the United States Department of Labor 
as soon as they are completed. Each in¬ 
dustry committee shall take official 
notice of the facts stated in the economic 
report for the industry referred to it 
to the extent that such facts are not re¬ 
futed by evidence received at the 
hearings. 

The procedure of each industry com¬ 
mittee shall be governed by the proce¬ 
dure published in 29 CFR Part 511, except 
to the extent that the subjects and issues 
prescribed in § 511.10 of that part have 
been modified by this document by 
indicating that the highest minimum 
wage rate or rates recommended by the 
industry committees shall not exceed 
that prescribed in subsection 6(b) in¬ 
stead of subsection 6(a) of the Act. As 
a prerequisite to participation, these reg¬ 
ulations require, among other things, 
that interested persons file pre-hearing 
statements containing certain specified 
data not later than July 21,1961. 

Signed at Washington, D.C., this 3d 
day of July 1961. 

W. Willard Wirtz, 
Acting Secretary of Labor. 

[F.R. Doc. 61-6395; Piled, July 5, 1961; 

1:02 p.m.] 


PROPOSED RULE MAKING 
[ 29 CFR Part 694 ] 

[Administrative Order No. 552] 

SPECIAL INDUSTRY COMMITTEE FOR 
THE VIRGIN ISLANDS 

Appointment; Convention; Notice of 
Hearing 

Pursuant to section 5 of the Fair Labor 
Standards Act of 1938 (29 U.S.C. 205) 
and Reorganization Plan No. 6 of 1950 
(3 CFR 1949-53 Comp., p. 1004) and pur¬ 
suant to proviso (2) of subsection 6(c) 
of the aforementioned Act, as amended 
by the Fair Labor Standards Amend¬ 
ments of 1961 (sec. 5(c), Pub. Law 87- 
30), I hereby appoint Special Industry 
Committee No. 7 for the Virgin Islands 
to recommend the minimum rate or rates 
of wages to be paid under section 6 of 
the aforementioned Act to employees en¬ 
gaged in commerce or in the production 
of goods for commerce or employed in 
any enterprise engaged in commerce or 
in the production of goods for commerce. 

The names of the members of this com¬ 
mittee will be published in the Federal 
Register at a later date. 

Pursuant to section 8 of the Fair Labor 
Standards Act of 1938 (29 U.S.C. 208), 
Reorganization Plan No. 6 of 1950 (3 
CFR 1949-53 Comp., p. 1004), and the 
Fair Labor Standards Amendments of 
1961 (secs. 5(c), 7; Pub. Law 87-30), I 
hereby: 

(a) Convene Special Industry Com¬ 
mittee No. 7 for the Virgin Islands; 

(b) Refer to it the following: (1) The 
question of the minimum rate or rates of 
wages to be fixed for all industry wherein 
employees are engaged in commerce or 
in the production of goods for commerce, 
and (2) the question of the minimum 
rate or rates of wages to be fixed for 
employees covered by the Act for the 
first time by reason of the 1961 Amend¬ 
ments (i.e., those employed in any enter¬ 
prise engaged in commerce or in the 
production of goods for commerce or who 
are covered by virtue of amendments 
made to section 13(a) of the Act); and 

(c) Give notice of its hearing, at the 
times and places indicated below, which 
shall be consolidated with respect to 
the questions referred to the committee 
since the interested persons involved are 
likely to be substantially the same and 
the questions so referred are closely re¬ 
lated. The special industry committee 
shall investigate conditions in all indus¬ 
try in the Virgin Islands, and the com¬ 
mittee, or any authorized subcommittee 
thereof, shall hear such witnesses and 
receive such evidence as may be neces¬ 
sary or appropriate to enable the com¬ 
mittee to perform its duties and func¬ 
tions under the Act. 

The special industry committee shall 
meet in executive session at 10:00 a.m. 
on September 25, 1961, in the Federal 
Court Room in Christiansted, St. Croix, 
Virgin Islands, and shall commence its 
hearing at 2:00 p.m. on the same day at 
the same place. Upon completion of its 
proceedings at St. Croix, the committee 
shall move the conduct of the proceed¬ 
ings to the legislative Chamber in Char¬ 
lotte Amalis, St. Thomas, Virgin Islands, 
where the hearing will be resumed at 
10:00 a.m. on September 27,1961. 


The special industry committee shall 
recommend to the Administrator of the 
Wage and Hour and Public Contracts 
Divisions of this Department the highest 
minimum wage rates (in the case of 
question (1) referred to the committee, 
not exceeding the minimum wage rate 
of $1.15 prescribed in subsection 6(a) of 
the Act, and in the case of question (2) 
referred to the committee, not exceeding 
the minimum wage rate of $1.00 pre¬ 
scribed in subsection 6(b) of the Act) 
which it determines, having due regard 
to economic and competitive conditions, 
will not substantially curtail employment 
in the industry and will not give any 
industry in the Virgin Islands a competi¬ 
tive advantage over any industry in the 
United States outside of Puerto Rico, 
the Virgin Islands, and American Samoa. 

Whenever the committee finds that a 
higher minimum wage may be deter¬ 
mined for employees engaged in certain 
activities or in the manufacture of cer¬ 
tain products in an industry than may 
be determined for other employees in 
that industry, the committee shall rec¬ 
ommend such reasonable classifications 
within that industry as it determines to 
be necessary for the purpose of fixing 
for each classification the highest mini¬ 
mum wage rate that can be determined 
for it under the principles set forth here¬ 
in which will not substantially curtail 
employment in such classifications and 
will not give a competitive advantage to 
any group in the industry. No classifi¬ 
cation shall be made, however, and no 
minimum wage rate shall be fixed solely 
on a regional basis or on the basis of age 
or sex. In determining whether there 
should be classifications within an in¬ 
dustry, in making such classifications, 
and in determining the minimum wage 
rates for such classifications, the com¬ 
mittee shall consider, among other 
relevant factors, the following: (1) 
Competitive conditions as affected by 
transportation, living, and production 
costs; (2) wages established for work 
of like or comparable character by 
collective labor agreements negotiated 
between employers and employees by 
representatives of their own choosing; 
and (3) wages paid for work of like or 
comparable character by employers who 
voluntarily maintain minimum wage 
standards in the industry. 

The Administrator shall prepare an 
economic report containing such data as 
he is able to assemble pertinent to the 
matters referred to the committee. 
Copies of these reports may be obtained 
at the National and Puerto Rican Offices 
of the United States Department of 
Labor as soon as they are completed and 
prior to the hearing. The committee 
will take official notice of the facts stated 
in the economic report to the extent 
they are not refuted by evidence received 
at the hearing. 

The procedure for Special Industry 
Committee No. 7 for the Virgin Islands 
shall be governed by the regulations pub¬ 
lished in Part 511 of Title 29, Code of 
Federal Regulations, except to the ex¬ 
tent that § 511.10 dealing with subjects 
and issues has been modified by this 
document. As a prerequisite to partici¬ 
pation, those regulations require, among 
other things, that interested persons 





Saturday, July 8,1961 

shall file prehearing statements, contain¬ 
ing certain specified data, not later than 
September 15, 1961. 

Signed at Washington, D.C., this 3d 
day of July 1961. 

W. Willard Wirtz, 
Acting Secretary of Labor. 

[F.R. Doc. 61-6394; Filed, July 5, 1961; 
1:02 p.m.] 

DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 

Food and Drug Administration 
[ 21 CFR Part 120 ] 

ESTABLISHMENT OF TOLERANCES 
FOR RESIDUES OF o-ARSENIC 
ACID 

Notice of Withdrawal of Petition 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
408(d)(1), 68 Stat. 512, as amended 52 
Stat 1784; 21 U.S.C. 346a(d)(l)>, the 
following notice is issued: 

In accordance with § 120.8 Withdrawal 
of petitions without prejudice, of the 
general regulations for setting tolerances 
and granting exemptions from tolerances 
for pesticide chemicals in or on raw ag¬ 
ricultural commodities (21 CFR 120.8), 
The Arsenic Industry Committee, care 
of S. Anderson Peoples, M.D., Davis, Cal¬ 
ifornia, has withdrawn its petition for 
the establishment of a tolerance of 5 
parts per million for residues of o-arsenic 
acid expressed as As 2 0 3 in or on raw cot¬ 
tonseed, notice of which was published 
in the Federal Register of March 22, 
1961 (26 F.R. 2412). 

The withdrawal of this petition is 
without prejudice to a future filing. 

Dated: June 29,1961. 

[seal] Robert S. Roe, 

Director, Bureau of 
Biological and Physical Sciences. 

[F.R. Doc. 61-6409; Filed, July 7, 1961; 
8:46 a.m.] 


[21 CFR Part 120 1 

ESTABLISHMENT OF TOLERANCES 
FOR RESIDUES OF RONNEL 

Notice of Withdrawal of Petition 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmestic Act (sec. 
408(d)(1), 68 Stat. 512, as amended, 52 
Stat. 1784; 21 U.S.C. 346a(d)(l)), the 
following notice is issued: 

In accordance with § 120.8 With¬ 
drawal of petitions without prejudice, 
of the general regulations for setting 
tolerances and granting exemptions 
from tolerances for pesticide chemicals 
in or on raw agricultural commodities 
(21 CFR 120.8), The Dow Chemical 
Company, Midland, Michigan, has with¬ 
drawn its petition for the establishment 
of a tolerance of 10 parts per million for 
residues of ronnel (o,o-dimethyl o- 
(2,4,5 - trichlorophenyl) phosphorothio- 
ate) in the fat of cattle, goats, hogs, and 
sheep, notice of which was published in 


FEDERAL REGISTER 

the Federal Register of March 22, 1961 
(26 F.R. 2412). 

The withdrawal of this petition is 
without prejudice to a future filing. 

Dated: June 29, 1961. 

[seal] Robert S. Roe, 

Director, Bureau of 
Biological and Physical Sciences. 

[F.R. Doc. 61-6410; Filed, July 7, 1961; 
8:46 a.m.] 


FEDERAL AVIATION AGENCY 

[14 CFR Part 60 1 

[Reg. Docket No. 787; Draft Release 
No.61-15] 

AIR TRAFFIC RULES 

Establishment of Certain Standard 
Altimeter Setting 

Correction 

In F.R. Doc. 61-6217, appearing at 
page 6001 of the issue for Tuesday, July 
4, 1961, the first parenthetical designa¬ 
tion in the sixth paragraph should read 
“(QNE)” instead of “(ONE)”. 

[14 CFR Part 601 ] 

[Airspace Docket No. 61-NY-24] 

CONTROLLED AIRSPACE 
Alteration of Control Zone 

Pursuant to the authority delegated to 
me by the Administrator (14 CFR 
409.13), notice is hereby given that the 
Federal Aviation Agency is considering 
an amendment to § 601.2078 of the regu¬ 
lations of the Administrator, the sub¬ 
stance of which is stated below. 

The Danville, Va., control zone is pres¬ 
ently designated within a 5-mile radius 
of the Danville Municipal Airport, within 
2 miles either side of a 057° bearing ex¬ 
tending from the Danville radio beacon 
to a point 10 miles northeast, and within 
2 miles either side of the Danville VOR 
207° True radial extending from the VOR 
to a point 10 miles southwest. 

The Federal Aviation Agency has under 
consideration the following alterations 
to the Danville control zone: 

1. Revoke the control zone extension 
based on the 057° bearing of the Danville 
radio beacon. This extension would no 
longer be required for the protection 
of aircraft as the Danville radio beacon 
is scheduled to be decommissioned in the 
near future in accordance with the Fed¬ 
eral Aviatidn Agency L/MF decommis¬ 
sioning program. Non-rule making pro¬ 
cedures proposing discontinuance of the 
Danville beacon will be initiated in ac¬ 
cordance with current Agency practice. 
These procedures afford interested per¬ 
sons an opportunity to comment on such 
action. The prescribed instrument ap¬ 
proach based on the Danville beacon 
would be cancelled concurrently with the 
discontinuance of this facility. The 
Danville VOR, a more modern naviga¬ 
tional facility, is available to provide ade¬ 
quate navigational aid to terminal 
traffic. 

2. Alter the control zone extension 
based on the 207° True radial of the 
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Danville VOR by redesignating it on the 
208° True radial of the VOR to extend 
from the 5-mile radius zone to 12 miles 
southwest of the VOR. This would align 
the extension to coincide with the final 
approach course and would provide pro¬ 
tection for aircraft executing the pro¬ 
cedure turn portion of the prescribed 
VOR approach which is authorized 
within 10-nautical miles of the VOR. 

If this action is taken, the Danville, 
Va., control zone would be designated 
within a 5-mile radius of the Danville 
Municipal Airport (latitude 36°34'20" 
N., longitude 79°20'05" W.), and within 
2 miles either side of the 208° True radial 
of the Danville VOR extending from the 
5-mile radius zone to 12 miles southwest 
of the VOR. 

Interested persons may submit such 
written data, views or arguments as 
they may desire. Communications 
should be submitted in triplicate to the 
Chief, Air Traffic Management Division, 
Federal Aviation Agency, Federal Build¬ 
ing, New York International Airport, 
Jamaica 30, N.Y. All communications 
received within forty-five days after 
publication of this notice in the Federal 
Register will be considered before action 
is taken on the proposed amendment. 
No public hearing is contemplated at 
this time, but arrangements for informal 
conferences with Federal Aviation 
Agency officials may be made by con¬ 
tacting the Regional Air Traffic Man¬ 
agement Division Chief, or the Chief, 
Airspace Utilization Division, Federal 
Aviation Agency, Washington 25, D.C. 
Any data, views or arguments presented 
during such conferences must also be 
submitted in writing in accordance with 
this notice in order to become part of 
the record for consideration. The pro¬ 
posal contained in this notice may be 
changed in the light of comments 
received. 

The official Docket will be available 
for examination by interested persons 
at the Docket Section, Federal Aviation 
Agency, Room B-316, 1711 New York 
Avenue NW., Washington 25, D.C. An 
informal Docket will also be available 
for examination at the office of the Re¬ 
gional Air Traffic Management Division 
Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Washington, D.C., on June 
30, 1961. 

Charles W. Carmody, 
Chief, Airspace Utilization Division. 

[F.R. Doc. 61-6400; Filed, July 7, 1961; 

8:45 a.m.] 

FEDERAL COMMUNICATIONS 
COMMISSION 

[ 47 CFR Part 3 1 

[Docket No. 14119] 

RADIO BROADCAST SERVICES 

Financial Interests; Extension of Time 
for Filing Comments 

In the matter of broadcast announce¬ 
ment of financial interests of broadcast 
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stations and networks and their prin¬ 
cipals and employees in service and com¬ 
modities receiving broadcast promotions, 
Docket No. 14119. 

1. In the notice of proposed rule mak¬ 
ing initiating this proceeding on May 
12, 1961, comments were scheduled to be 
received no later than June 19, 1961, and 
reply comments no later than July 10, 
1961. 

2. It now appears that, owing to the 
complexity of the problems raised by 
the proposed rule and the press of other 
matters, it will not be practicable for 
the Commission to consider and act upon 
the comments filed herein before the Au¬ 
gust recess. In these circumstances, 
and in the desire to afford interested 
persons the fullest opportunity to con¬ 
sider and comment upon the problems 
raised by the proposed rule, it is believed 
desirable to extend the time for filing 
comments herein. 

3. Accordingly, it is ordered, That the 
time for filing comments in this pro¬ 
ceeding is extended to July 31, 1961, and 
for reply comments, to August 15, 1961. 

Dated: June 29, 1961. 

Released: July 3, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6433; Filed, July 7, 1961; 

8:49 a.m.] 


[ 47 CFR Part 3 1 

[Docket No. 14185; FCC 61-833] 

RADIO BROADCAST SERVICES 

Notice of Inquiry, Notice of Proposed 
Rule Making, and Memorandum 
Opinion and Order 

In the matter of revision of FM broad¬ 
cast rules, particularly as to allocation 
and technical standards, Docket No. 
14185; petitions of: Joseph D. Worth, 
RM-33; FM Unlimited, Inc., RM-94; 
Charles River Broadcasting Co., RM- 
159; for changes in FM station assign¬ 
ment rules. 
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1. With the availability of new tech¬ 
nical information, and for other reasons, 
the time has come when the public in¬ 
terest requires the Commission to take a 
close look at the FM broadcast service, its 
present situation, and its possibilities 
for future development—particularly, 
though not exclusively, in the area per¬ 
taining to station assignment criteria. 
The considerations impelling the present 
inquiry are detailed below; principally, 
they relate to two general questions: 
(1) whether the present system of sta¬ 
tion assignments is the one best suited 
to optimum development of this impor¬ 
tant broadcast service, or, if not, what 
changes should be instituted; (2) how 
the development and expansion of the 
FM service can be achieved without the 
serious administrative burdens and great 
delays inherent in present standard 
broadcast station assignment principles. 

2. In connection with this examina¬ 
tion, information is sought on a number 
of subjects, mentioned below, and in this 
respect the present proceeding is one of 
inquiry. However, our own examination 
of available data and the pertinent fac¬ 
tors has also led us to certain tentative 
conclusions as to what changes in FM 
assignment rules and principles may be 
most in the public interest. These con¬ 
sist of certain proposals discussed in Sec¬ 
tion IV hereof and set out in detail in 
Appendix A of this document. With re¬ 
spect to some of the subjects covered, the 
present proceeding is a rule-making pro¬ 
ceeding and rules consistent with the 
notice may be adopted without further 
rule-making if such a course seems de¬ 
sirable. See paragraph 72. 

I. History and development of FM 
broadcasting. 3. The FM (frequency 
modulated) broadcast service has some 
distinct advantages over the AM (ampli¬ 
tude modulated), or standard, broadcast 
service which has developed in the me¬ 
dium frequency range. These advan¬ 
tages stem in about equal part from 
the propagation and other characteris¬ 
tics of the frequencies used for FM (88 
to 108 me), and the characteristics of 
the modulation system employed. Be¬ 
cause of these factors, FM is relatively 
free from atmospheric and man-made 
noise, and interference between sta¬ 
tions, even co-channel stations, is both 


lesser in extent and less objectionable in 
form than is true in AM (or at least can 
be if high-quality FM receivers are 
used). As there is essentially no dif¬ 
ference between day and night propa¬ 
gation conditions at the frequencies used 
by FM, stations have relatively uniform 
day and night service areas and there is 
no necessity for the use of different as¬ 
signment principles day and night, as 
there is in the standard broadcast band. 

4. FM broadcasting was first author¬ 
ized by the Commission in 1940, and the 
first commercial station began operation 
in 1941. In 1945, the service was shifted 
to its present space in the spectrum, the 
band of 20 me from 88 to 108 me, which 
is divided into 100 channels each 200 
kc wide. These 100 channels are desig¬ 
nated by number, from 201 to 300. The 
lowest 20 of the 100 are reserved for non¬ 
commercial educational use. Of the re¬ 
maining 80, 20, interspersed through the 
FM spectrum from Ch. 221 to Ch. 296, are 
allocated for use by low-power “Class A” 
stations. The remaining 60 channels are 
allocated for use by higher-powered 
“Class B” stations. After the initial 
spurt of 1946 and 1947 growth of the 
service was slow; in 1955 the number of 
commercial FM stations stood at 560. 
However, in more recent years the serv¬ 
ice has expanded quite rapidly, so that 
there are now authorized about 1,250 
FM stations, of which roughly 190 are 
noncommercial educational, 110 are low- 
power Class A, and 950 are Class B. By 
states, California (142), Ohio (90), New 
York (79), and Pennsylvania (78) lead 
in number of authorizations; there are 
no stations authorized in 4 states (Mon¬ 
tana, North and South Dakota, and Ver¬ 
mont) . In the northeastern states gen¬ 
erally, in parts of California, and in 
other smaller areas such as around Chi¬ 
cago, there is a high concentration of 
stations and new assignments are not 
easy to make. 

5. The present basis of FM station as¬ 
signment is discussed at length below. 
In 1945, at the time of the shift of the 
service to its present band, the Commis¬ 
sion put into effect a tentative table of 
assignments, under which particular FM 
channels were assigned to particular 
cities. 

In August 1958 we abandoned the 
principle of a fixed table assigning spe¬ 
cific channels to specific communities, 
and deleted the FM Table. FM assign¬ 
ments are now made on the same general 
basis are as AM assignments—an appli¬ 
cant proposes to use a particular chan¬ 
nel, and (if his application complies 
with our rules and he is otherwise quali¬ 
fied) the only consideration is whatever 
interference will be caused to co-channel 
and adjacent-channel stations. One of 
the principal considerations prompting 
us to the present inquiry is that, in our 
view, there is need to re-assess the merits 
of the station assignment pattern evolv¬ 
ing under this procedure. 

II. Over-all objectives and problems. 

6. The FM service, like standard broad¬ 
casting, is an aural medium. We have 
stated the objectives in the standard 
broadcast service in the following terms: 

(a) Provision of some service of satis¬ 
factory signal strength to all areas of the 
country; 
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(b) Provision of as many program 
choices to as many listeners as possible; 
and 

(c) Service of local origin to as many 
communities as possible. 

7. To some extent, in FM and in AM, 
these objectives conflict. Fortunately, 
with a multiplicity of channels it is pos¬ 
sible, as has been done in AM, to classify 
channels and stations so that conflicting 
objectives can be served. Achievement 
of the third objective stated, and to 
some extent the second also, is furthered 
by provision for a multiplicity of sta¬ 
tions. Assignment of a large number 
of stations to a single channel imposes a 
limitation, by reason of mutual inter¬ 
ference, on the extent of service from 
the individual station. On the other 
hand, achievement of the first objective, 
and to some extent the second, is at least 
in some situations furthered by provi¬ 
sion for stations able to serve wide 
areas —operating with as high power and 
antenna height as is practical, and pro¬ 
tected from interference out to the point 
where their signals become too weak to 
be generally useful, or nearly to that 
point. Only by this means, it appears, 
can service be provided to rural areas 
and sparsely settled portions of the na¬ 
tion. The same result cannot be ob¬ 
tained from assignment of a large num¬ 
ber of low-powered, more closely spaced 
stations, for the reason that a station 
causes destructive co-channel interfer¬ 
ence over an area much wider than that 
within which it renders a useful service, 
so that there will always be wide gaps 
between the service areas of co-channel 
stations. Were stations located ideally 
from a geometric standpoint, probably 
these gaps would be filled in by service 
from stations on other, non-adjacent 
channels; but stations are not located on 
this basis. They are located in commu¬ 
nities large enough to provide population 
and economic support. Therefore, it 
appears there will always be a need for 
a certain number of wide-area stations, 
especially in sparsely settled areas. Our 
specific proposal herein—Appendix A— 
provides for such operation, known as 
“Class C” stations. Comments are in¬ 
vited upon the general question of 
whether, and to what extent, such sta¬ 
tions are necessary in the various parts 
of the country. 

8. Relationship with AM. To a large 
extent, in the past we have treated 
these media separately, looking at each 
and its problems and development with¬ 
out regard to the other. They are both 
aural media, however. The differences 
are purely technological and do not con¬ 
otate any distinction in the subject mat¬ 
ter which may be broadcast with either 
system. Consideration of some of these 
technological differences in light of the 
objectives mentioned above discloses 
that each of the two media has some 
characteristics lacking in the other. To 
some extent, they may therefore be 
treated as complementary, utilizing each 
to further the objectives it is best suited 
to serve. 

9. First, it would seem that the FM 
service, if properly utilized, can afford 
a suitable means for relieving the tre¬ 
mendous pressure for authorization of 
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local radio outlets in many communi¬ 
ties. Applications to this type of sta¬ 
tion have swamped our AM assignment 
processes and, in many instances, led to 
the authorization of AM stations which 
are marginal from a technical and serv¬ 
ice standpoint and which must often be 
limited to daytime operation only. These 
AM applications, and the hearings 
involved, have been and are most burden¬ 
some; and the stations, when author¬ 
ized, often cause interference to exist¬ 
ing stations in the already overcrowded 
AM spectrum, and are themselves lim¬ 
ited to rather small service radii day¬ 
time, and, if operating at night at all, 
often to only a few miles during that 
period. In many instances, they can 
be assigned only on a daytime basis, and 
thus do not afford to their communities 
and areas radio service and a local out¬ 
let during non-daytime hours. * 1 * The 
relatively small number of FM receivers 
as compared to AM receivers still re¬ 
mains a problem in connection with the 
development of the FM service. It is 
also possible that the full potential of 
that service cannot be realized through 
use of relatively low-cost FM receivers. 
Comments on the subject of receivers, 
from the standpoint of cost and suitabil¬ 
ity for achieving the maximum benefit 
of FM broadcasting, are invited. But 
even though these problems exist now, 
it is to be hoped that they will not re¬ 
main substantial obstacles over a long 
period. There is little question that in 
the long run the over-all need for local 
outlets can be served far better by FM 
assignments than by AM stations oper¬ 
ating under the severe limitations of the 
present crowded AM spectrum. This 
objective is, of course, related to objec¬ 
tive (c) above. 


la Of slightly more than 3,200 AM stations 
now authorized to operate during daytime 
hours, 2,907 operate with 1 kw or less power 
(of 1,795 Class II and Class III stations, 223 
operate with 250 watts, 342 operate with 500 
watts, and 1,230 operate with 1 kw; many 
of the 1,112 Class IV stations have increased 
or are about to increase daytime power from 
250 watts to 1 kw). Under average condi¬ 
tions, 1 kw power in AM operation gives a 
service radius to the normally protected con¬ 
tour of no more than 40 miles (on 960 kc, 
with ground conductivity of 5 mhos/m, the 
distance to the 0.5 mv/m contour would be 
39.7 miles). In a minority of cases, the dis¬ 
tance may be substantially more, but it will 
also be much less on higher frequencies with 
low ground conductivity. Nighttime, Class 
IV local stations are limited to a service ra¬ 
dius of about 4 miles on the average, in many 
cases not even serving all of their cities of 
assignment. The service radius of Class II 
and Class III stations operating nighttime 
(of which 593 operate with 1 kw power or 
less) varies with the nighttime limit caused 
by interference; the average for 1 kw opera¬ 
tions is about 12 to 15 miles. 

An FM station operating with 1 kw E.R.P. 
and antenna height of 250 ft. above average 
terrain, the present maximum for Class A 
facilities, would have a service radius of 37 
miles if protected to its 50 uv/m contour, 
and of 25 miles if protected on the basis spe¬ 
cifically proposed herein. This would exist 
both day and night, unlike the AM station. 
The cost of AM non-directional and FM fa¬ 
cilities of this magnitude is generally com¬ 
parable—$4,000 to $5,000 for a 1 kw AM 
transmitter and $5,000 to $6,000 for a 1 kw 
FM transmitter, with antennas of about the 
same height (AM stations of this character 
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10. The second respect in which FM 
development may complement AM is 
with respect to the nighttime “white 
areas” in the nation—areas totalling 
more than 1,700,000 square miles and 
containing more than 25,000,000 per¬ 
sons—which now receive no primary AM 
service during nighttime hours and much 
of which probably will never be able to 
receive such service. For economic rea¬ 
sons, it may be that the potential assist¬ 
ance from FM unlimited-time assign¬ 
ments serving these areas is limited, but 
it is to be hoped that some contribution 
may be made if the FM band is properly 
utilized. 

11. Station assignment principle and 
need for an over-all plan. If these ob¬ 
jectives—whatever relative importance 
they may have to each other in any par¬ 
ticular situation—are to be furthered to 
the greatest possible extent, it is impera¬ 
tive that a plan for channel usage be 
formulated with these objectives in mind 
and that its operation be continually 
subject to surveillance to assess the ex¬ 
tent to which it is achieving these objec¬ 
tives. An imperative requirement is that 
the type of assignments to be made on 
each channel should be determined, and 
that stations assigned on each should be 
located so that the maximum number 
of the appropriate type can be assigned. 
In other words, there should be spacing 
between stations such that whatever de¬ 
gree of protection is decided upon will be 
afforded, but not much more, unless the 
spacing is to be large enough so that 
ultimately another station can be as¬ 
signed between the first two. Otherwise, 
space is wasted. 1 

12. Under present assignment princi¬ 
ples, an applicant requests a particular 
frequency, and (provided the proposed 
operation will provide the necessary cov¬ 
erage to the community of assignment 
and the applicant is otherwise qualified), 
the application is granted if no inter¬ 
ference is caused within the 1 mv/m 
contour of an existing station, or if, on 
balance, it appears that such interfer¬ 
ence is outweighed by the benefits from 
the new service. 2 In other words, the 
assignment of stations is, in large meas¬ 
ure, on a random or adventitious basis— 
the particular channel assigned depend¬ 
ing on which one the applicant selects, 
which (aside from the matter of inter¬ 
ference to existing stations) may in turn 


usually use antennas about 150 to 300 ft.). 
Moreover, nighttime operation by Class II 
and Class III AM stations usually requires 
much more costly directional antennas (513 
out of 593 such stations operating with 1 kw 
or less power employ such antennas). 

1 Adjacent-channel interference considera¬ 
tions of course enter in, so the situation may 
in fact not be quite this simple; but in view 
of the lesser extent of adjacent-channel in¬ 
terference and consequently lesser spacings 
required for any given level of protection, 
probably co-channel considerations will usu¬ 
ally determine station spacing, at least in 
areas not already having so many assign¬ 
ments that a new form of allocation would 
not have much effect in any event. 

2 For recent discussions of FM allocation 
policy, see the Memorandum Opinion and 
Order regarding Station WMRO-FM, Aurora, 
Illinois (WMRO, Inc., FCC 61-205, adopted 
February 15, 1961); and the decision in 
Teleanusic Co. 
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depend on such factors as seeking the 
top or middle frequency on the PM 
dial, 3 seeking a frequency close to others 
to make the new station more desirable 
from the standpoint of actual or sup¬ 
posed listener convenience, etc. Prob¬ 
ably largely for this reason, there is 
great variation in the number of exist¬ 
ing stations per channel, varying for the 
Class B channels from 28 (Ch. 260, about 
in the middle of the band), to 5 (Chan¬ 
nel 298, near the upper end). Whatever 
merit these considerations in channel 
selection may have, it is questionable, at 
best, whether they should be permitted 
to thwart the objective of maximum and 
optimum use of each channel. 

13. There is considerable doubt that 
such an assignment process will fulfill 
our objectives, if permitted to continue, 
to an extent as great or even close to as 
great as would a more carefully worked 
out, over-all plan. One set of facts lead¬ 
ing to this conclusion is the present 
spacing between stations. A study re¬ 
cently made 4 of existing spacings on 9 
channels and adjacencies, in Zone I (the 
northeast) and immediately adjoining 
areas, shows that the shortest single 
spacing between co-channel Class B 
stations is 94 miles, the average of the 
shortest Class B co-channel spacing on 
each channel is 129 miles, and the aver¬ 
age of all spacings between neighboring 
Class B co-channel stations on these 
channels (excluding certain very long 
spacings which can have no conceivable 
effect on service or interference) is 167 
miles. 

14. It is likely that, from the stand¬ 
point of effective utilization of spectrum 
space, these spacings leave a good deal 
to be desired. In terms of present pro¬ 
tection concepts—protection usually to 
the 1 mv/m contour—they are substan¬ 
tially greater than that necessary to 
afford such protection, yet not quite 
large enough so that another station 
could later be assigned in between. This 
is true whether the situation is evalu¬ 
ated on the basis of present propagation 
standards—Fig. 1 of § 3.333 of the rules— 
or new propagation curves adoption of 
which is contemplated herein. 5 On the 
other hand, if some or all stations should 
be protected to a further point—e.g.. 


3 Unlike the frequencies in the AM and 
television services, all of the channels used 
by PM broadcast stations are virtually equal 
from a propagation standpoint, so there is 
no inherent difference between them. 

* This study, which included Channels 260 
through 268 and three adjacent channels on 
either side, was made by a consulting engi¬ 
neer, for the use of the FM Committee of 
the Association of Federal Communications 
Consulting Engineers (AFCCE). 

c Under Fig. 1, the minimum spacing be¬ 
tween co-channel stations operating with 
Area 1 Class B maximum facilities is 88.5 
miles. Using the curves proposed herein— 
low-band VHF F(50,50) for estimating serv¬ 
ice, and the F(50,10) curve proposed for the 
same television channels in Docket 13340, for 
interference—this distance is 110 miles. 
Compared to the Fig. 1 distance, the average 
of shortest spacings on each channel (129 
miles) is 46 percent greater, and the average 
of all pertinent spacings is 89 percent greater. 
Compared to the distance computed under 
the new curves, the average of shortest spac¬ 
ings is 17 percent greater, and the average 
of all pertinent spacings is 52 percent greater. 
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the 50 uv/m or 100 uv/m contour—the 
spacing is too small to afford such pro¬ 
tection. 6 In other words, the more or 
less random basis of making assignments 
does not appear to have resulted, or to 
be likely to result in the future, in an 
over-all pattern of assignments which is 
reasonably near to the degree of effici¬ 
ency which must be sought. It appears 
that a more rational basis—reasonably 
related to the degree of protection 
which stations of the various classes 
should be afforded—is to be desired. 

15. Moreover, the same study reveals 
that spacings between Class B stations 
on first adjacent channels (200 kc re¬ 
moved) average 178 miles. This is 
greater than the co-channel average, 
and nearly three times the minimum 
spacing which is required under present 
standards for Class B stations operating 
with maximum Zone 1 facilities (about 
69.5 miles). Along with the data as to 
co-channel spacings mentioned above, 
these facts cast considerable doubt upon 
the overall efficiency resulting from 
present assignment methods. 

16. Another development which has 
resulted from the present unplanned use 
of the channels is the great concentra¬ 
tion of FM assignments in large cities 
and immediately adjoining communities. 
In New York City alone there are 17 FM 
stations, in Los Angeles 20, and in De¬ 
troit 16. Such concentration is not 
necessarily bad as such; nobody would 
argue that, under any allocation plan, 
cities of such size and importance should 
necessarily be limited to four or five FM 
services. Nevertheless, when concen¬ 
tration of assignments is carried to the 
present extent, it is at least questionable 
whether the provision of a great abun¬ 
dance of service to the inhabitants of 
these cities has not occurred at the ex¬ 
pense of rendition of more needed serv¬ 
ice, or provision of first or second local 
outlets, elsewhere, and whether any fur¬ 
ther concentration of this sort should be 
allowed. We do not propose herein to 
change any existing facilities, and we 
do not make any specific proposal con¬ 
cerning prohibition of any further as¬ 
signments to such cities or urbanized 
areas, but we invite comments upon the 
question of whether, considering the 
needs which can and should be served by 
future assignments of FM stations, any 
new assignments or increased facilities 
should be permitted in such cities or 
their metropolitan or urbanized areas. 

17. Effect of individual consideration 
of applications on overall service. In 
FM, as in the standard broadcast service, 
proposed assignments of new or in¬ 
creased facilities are considered individ¬ 
ually, except where two or more applica¬ 
tions are mutually exclusive. Each pro¬ 
posal is evaluated on the basis of whether 
it would cause interference to existing 
stations, and, if so, to what extent. 
Whatever the merits of this approach, 
it has one obvious disadvantage—it does 
not permit evaluation of the total effect 


6 Under Fig. 1, the minimum spacing be¬ 
tween co-channel stations operating with 
Area 1 Class B maximum facilities, and pro¬ 
tected to their 0.1 mv/m contours, is 143 
miles. Under the new curves, the minimum 
spacing would be 220 miles. 


of a series of authorizations upon an 
existing station or existing over-all serv¬ 
ice. In other words, a single applica¬ 
tion before the Commission may involve 
some small amount of interference to an 
existing station, but not enough to jus¬ 
tify denial of the application on this 
ground; but the total effect upon the 
service of the existing station from a 
series of such grants may be significant 1 
Under this approach, the AM spectrum 
has become crowded, and probably over¬ 
crowded, and, while this situation does 
not prevail in FM as yet, there appears a 
possibility that it soon will in some areas. 
Like the matter of efficiency mentioned 
above, this possibility appears to indicate 
the desirability of an over-all plan in¬ 
stead of case-to-case consideration of 
individual applications. 

18. Administrative problems. One 
important consideration impelling the 
present inquiry is that the FM service 
and its expansion have begun to develop 
the same severe administrative problems 
that have beset AM assignment-making 
for some years. At present, usually the 
consideration of an AM application for 
new or increased facilities involves con¬ 
sideration of interference to or from the 
proposed operation, or both—which 
means that great effort is required on 
the part of all parties concerned and 
the Commission and its staff in determin¬ 
ing the location of service and interfer¬ 
ence contours, counting the populations 
within service and interference areas, 
and evaluating the extent of other serv¬ 
ice available in such areas. In the vast 
number of hearings now involved in the 
AM assignment process, very lengthy ar¬ 
guments occur between the parties as to 
these matters, as to the validity of 
ground wave measurements offered to es¬ 
tablish contour locations, etc. If an ap¬ 
plication is granted after all of this time 
and effort, the result is often only a mar¬ 
ginal operation, as mentioned above—a 
result which appears disproportionate to 
the effort involved. The delays involved 
in this process are too familiar to all. 
While, because of uniform propagation 
characteristics the FM assignment proc¬ 
ess will probably never in any event de¬ 
velop all of the problems now associated 
with AM, the same tendency has recently 
appeared—contours must be located, 
populations counted, and amount of 
other service established; and hearings 
on these matters must be held. 

19. It appears that these developments 
are more or less inherent in any assign¬ 
ment system where in each case inter¬ 
ference to existing stations is balanced 
against service benefits, and in which, 
therefore, it is difficult or impossible to 
set up fixed standards which will deter¬ 
mine, without elaborate consideration, 
whether or not a particular application 
will be granted. The relative absence of 
such fixed standards in AM has contrib- 


7 This problem is especially related to sec¬ 
ond and third adjacent-channel interference. 
Because the extent of such interference is 
small, occurring in an area immediately 
around the interfering station’s transmitter, 
the gain from one such grant generally out¬ 
weighs the loss, population-wise. But the 
effect of a series of such authorizations on 
the existing station’s service may be more 
significant. 
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uted much toward the manifold problems 
mentioned above, since in their absence 
all of the detailed factors involved with 
each application (described above) must 
be considered carefully and at length, 
and applicants are encouraged to file 
marginal applications which probably 
cannot be granted but conceivably will 
be. To avoid the development of simi¬ 
lar problems in FM, in our view it may 
well be desirable that fixed standards be 
adopted for future assignments in that 
service, so that each application can be 
judged on a strict “go-no-go” basis. 

III. Conclusions as to general ap¬ 
proach. 20. In view of the foregoing con¬ 
sideration, we have tentatively reached 
two conclusions as to the general ap¬ 
proach which, it may well be, should be 
adopted for the future development of 
the FM service. Comments thereon are, 
of course, invited. 

These conclusions are: 

(a) FM assignments would be based 
on an over-all plan, designed to insure 
the optimum and maximum use of each 
channel and take into account the total 
effect of all further assignments on exist¬ 
ing service, rather than the present sys¬ 
tem (similar to AM) under which an 
applicant selects any channel he sees 
fit, and his application (provided it com¬ 
plies with our rules and he is otherwise 
qualified) is considered on an individual 
basis, taking into account only whatever 
interference problems it may involve 
without regard to consideration of over¬ 
all efficiency and total impact of service. 

(b) The over-all plan would be one 
involving strict standards which will de¬ 
termine without elaborate weighing of 
various factors whether an application 
will or will not be granted. The details 
of the plan we propose herein are spelled 
out below; but, whatever plan is adopted 
in this proceeding, we are presently of 
the view that it must be based upon this 
absolute concept. Our present FM rules 
(§§ 3.203(a) and 3.313(c)) contemplate 
grants in spite of interference “in order 
to insure * * * a maximum of service 
to all listeners”, or “in order to provide 
an equitable and efficient distribution of 
facilities”. It may well be that these 
discretionary provisions should be elim¬ 
inated, in line with the approach we 
presently believe may be more in the 
public interest. 

IV. Specific proposals concerning an 
over-all FM allocation plan. 21. To 
achieve the objectives and meet the prob¬ 
lems mentioned, we propose the adoption 
of an over-all plan of FM station assign¬ 
ments along the lines set forth below 
and in Appendix A. The reasons for the 
particular proposals are set forth briefly 
in connection with each matter. Com¬ 
ments on these proposals and the consid¬ 
erations involved in each are invited. 

A. Type of plan to he adopted. 22. We 
propose to adopt a Table of Mileage Sep¬ 
arations (see Appendix A), which will 
apply at least to all assignments of new 
FM stations (whether such Table will 
also apply to increases in facilities by 
existing stations is discussed below). 
Under this proposal, a station can be 
located no closer than the distance spec¬ 
ified in the Table to an existing co¬ 
channel or adjacent-channel station; in 
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this respect the plan will be similar to 
that used in television. However, in 
order to achieve efficiency in assignment 
and avoid waste of space, we also propose 
to impose certain criteria as to maximum 
separations with respect to existing co¬ 
channel stations. These will insure to 
the greatest practicable extent that a 
new station will either be located reason¬ 
ably near the minimum distance from 
existing stations (so that little space will 
be wasted), or will be located at least 
twice the minimum distance from exist¬ 
ing stations so that later a new assign¬ 
ment can be made in between. Our pro¬ 
posal in this regard is that a new sta¬ 
tion must be located no further than the 
minimum given in the Table plus 25 
miles, or else at least whole multiples of 
the minimum shown in the Table. 8 The 
use of minimum and maximum separa¬ 
tions will afford stations adequate pro¬ 
tection against interference, achieve 
over-all assignment efficiency, and pro¬ 
vide a clear guide as to whether or not 
a particular assignment can be made. 

23. We are presently of the view that a 
table of separations of this sort is to be 
preferred to other alternatives. A spe¬ 
cific Table of Assignments giving partic¬ 
ular channels to particular communities, 
such as the former FM and present tele¬ 
vision tables, we believe to be too in¬ 
flexible, especially in view of the very 
large number of communities which, it 
is hoped, will ultimately have FM sta¬ 
tions. With the number of channels 
available, there is no reason to impose 
such a rigid framework upon the expan¬ 
sion of the service. While amendment 
of such a Table would always be possi¬ 
ble, this is a cumbersome step in the 
assignment process which should not be 
required unless necessary. Another ap¬ 
proach would be to adopt simply a flat 
rule that, on the basis of whatever 
propagation curves, interference ratios, 
and protected contours are to be adopt¬ 
ed, no new assignment would be made 
which would cause any objectionable in¬ 
terference within the protected contour 
of an existing station. But, since FM 
frequencies are all the same propaga¬ 
tion-wise, it is easy to reduce calcula¬ 
tions based on particular curves to a 
set of separations contained in a table, 
which can be easily understood and re¬ 
ferred to by an interested person; and 
therefore there is no reason why the 
curves themselves need be adopted into 
the rules, at least for assignment of new 
stations. 

24. It should be noted that the pro¬ 
posal to use a table of this sort involves 
a tentative decision on another point— 
that existing stations are to be protected 
on a uniform basis, regardless of the 
facilities which they use or which are 
proposed by the new station. This is, 
of course, true with the television sepa¬ 
rations. Otherwise, any Table (which 
would be drawn to take into account dif¬ 
ferent levels of existing and proposed 
facilities) would be too complicated and 
curves probably would have to be used 
instead. Obviously, if objectionable in¬ 


8 This requirement would not apply in 
the event the proposed station is over 600 
miles distant from any co-channel assign¬ 
ments previously made. 
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terference is to be avoided, this uni¬ 
form basis must be protection on the as¬ 
sumption that both existing and pro¬ 
posed stations will operate with maxi¬ 
mum facilities permitted on the channel 
involved. We are presently of the view 
that protection on this basis is in the 
public interest, because it will permit 
unhampered expansion of stations to 
maximum facilities—and hence more 
and better service—even where initially 
maximum operations may not be eco¬ 
nomically feasible. The table we pro¬ 
pose herein is accordingly based on the 
concept that existing and proposed sta¬ 
tions will be assigned on the basis of 
maximum operation by both. However, 
this, of course, raises a question as to 
whether minimum facilities should be re¬ 
quired, even initially, to avoid substan¬ 
tial waste of space through protection 
of “service” which does not in fact exist. 
This is discussed below. 

25. If curves are not adopted as part 
of the rules, of course, there must be a 
series of tables, or nomograms, to cover 
three other matters in which location of 
contours is significant. These are: (1) 
“equivalence”, or the maximum power 
permitted where antenna height above 
average terrain is greater than that con¬ 
templated as the “maximum” for the 
station involved; (2) coverage of the city 
to which the station is licensed (which 
can be expressed in the form of a table 
of minimum distances to the furthest 
point on the city’s boundary line) ; and 
(3) overlap permitted for stations under 
common ownership. We propose to 
adopt tables covering these matters for 
the various heights and powers, on the 
basis of the service curve employed 
herein, and using the following stand¬ 
ards: (a) for principal city coverage, 
provision of a 3 mv/m (69.5 dbu) signal 
over the entire city; (b) for overlap for 
multiple ownership purposes, the over¬ 
lap of 2 mv/m (66 dbu) contours. See 
Appendix A, Item (d). Comments are 
invited on whether these values are cor¬ 
rect, or what others should be adopted. 

B. Propagation curves to he used. 26. 
Whether or not propagation curves are 
adopted or retained as part of the Rules, 
clearly some set of propagation curves 
must be used as the basis of assign¬ 
ments.® FM assignments are presently 
made on the basis of the curves con¬ 
tained in Fig. 1 of § 3.333 of the rules, 
which take into account groundwave 
propagation only. These curves (adopted 
about 15 years ago) are widely, and per¬ 
haps generally, regarded as out-of-date. 
In particular, the Fig. 1 interference 
curve is inadequate because it is based 
entirely on groundwave transmission, 
whereas, as is now generally recognized, 
tropospheric propagation is a significant 
factor in FM signal transmission and in 
the extent of interference at the dis- 


9 The FM rules presently permit use of field 
intensity measurements in the consideration 
of individual applications, but in practice 
measurements have seldom, if ever, been 
used. While comments are invited on this 
point, our proposal herein is to eliminate 
from the rules all references to measure¬ 
ments, so that assignments will be made on 
the basis of propagation curves or data 
derived therefrom. 
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tances involved here. 10 We are of the 
view that present Figure 1 should ac¬ 
cordingly be replaced. 

27. The FM band is immediately above 
the low-band VHF television Channels 
2-6 in the spectrum and propagation 
conditions in these two bands are sub¬ 
stantially the same. Therefore we pro¬ 
pose to use the propagation curves which 
have been adopted or proposed for use 
in low-band VHF allocations as a basis 
for any tables of separation which may 
be adopted for FM. We have selected for 
this purpose the F(50,50) curve proposed 
in Docket 13340 for television Channels 
2-6 for the estimation of service and the 
F(50,10) curve proposed in that docket 
for the same channels for the estimation 
of interference. These proposals have 
the support of the Radio Propagation 
Advisory Committee (RPAC), a commit¬ 
tee composed of representatives of the 
Commission, the Bureau of Standards, 
and the communications industry. The 
mileage separation tables contained in 
Appendix A are based on these curves. 
Comments are invited on this proposal. 
While the F(50,50) curve for television 
Channels 2-6 presently in the Rules give 
substantially the same answers for the 
distances involved in this proceeding as 
the RPAC curve, we are of the view that 
the latest available data should be used 
as a basis for proposals herein. 

C. Signal ratios for determining in¬ 
terference. 28. Under the provisions of 
present § 3.313(b) of the rules, objection¬ 
able intereference exists where the ratio 
of desired to undesired signal is less than 
10 to 1 (20 db) co-channel or 2 to 1 
(6 db) for first adjacent channel (200 kc 
removed), or where the ratio of un- 
desired to desired signal is more than 
10 to 1 (20 db) for second adjacent chan¬ 
nel (400 kc removed) or 100 to 1 (40 db) 
for third adjacent channel (600 kc re¬ 
moved). In view of the discrimination 
possible against unwanted co-channel 
signals in an FM system it may be help¬ 
ful to re-examine the co-channel ratio 
to be used. Likewise, in view of the 
studies which have been conducted by 
the C.C.I.R. on the possibility of using 
offset carrier techniques and cross¬ 
polarization in the allocation of FM 
broadcast stations, parties having data 
or views on these matters may wish to 
submit them to the Commission. 

29. Comments upon the question of 
what should be the proper co-channel 
and adjacent-channel interference ratios 


10 Our present rules recognize tropospheric 
propagation as a factor in PM interference 
by stating (§ 3.313(b)) that the undesired 
signal is the tropospheric signal exceeded 1 
percent of the time. However, § 3.313(d) 
provides for determination of interference 
on the basis of Figure 1, the ground wave 
chart. An earlier edition of the Rules (1953) 
contained substantially the same provisions 
as to tropospheric signal, and stated that 
this would be determined from “Figure 2”. 
It was stated in a footnote that “Figure 2“ 
would be available in the future when suf¬ 
ficient tropospheric measurements had been 
made, and until that time interference would 
be determined on the basis of Fig. 1, the 
groundwave chart. Since the low-band VHF 
television curves mentioned in the text ade¬ 
quately reflect tropospheric propagation, 
there is no need to adopt a separate set of 
curves for FM. 


are invited, particularly from parties 
having specific data on this subject. Our 
specific proposal herein is based on the 
present interference ratios, set forth 
above. Particularly with respect to first 
adjacent-channel interference, parties 
commenting should recognize the signifi¬ 
cance in this connection of FM multi¬ 
plexing, including stereophonic broad¬ 
casting, as permitted under present 
rules. 

D. Classes of stations and channels: 
noncommercial educational stations. 
30. Comments are invited upon the ques¬ 
tion of what changes, if any, are appro¬ 
priate in the present assignment plan for 
noncommercial educational stations—as¬ 
signment of these stations (except in 
Alaska) on 20 channels at the low end 
of the FM band especially reserved 
therefor (channels 201 and 220), and 
the division of these stations, for prac¬ 
tical purposes, into two classes, those 
operating with 10 watts power or less, 
and those operating with greater power 
(no maximum is specified). (See 
§§ 3.501, 3.505, 3.551 of the rules.) Our 
specific proposal herein, Appendix A, 
does not propose any substantial change 
in these concepts, since it appears that 
the number of channels and basis of 
assignments is reasonably satisfactory. 
The proposal provides for two classes of 
educational stations “Class D”, low 
power (10 kw or less), and “Class E”, 
higher power, with maximum the same 
as the maximum commercial station 
which would be permitted at the same 
location. 

E. Classes of stations and channels: 
commercial stations. 31. Presently the 
80 commercial FM channels are divided 
into Class A and Class B channels. 
Class A, interspersed through the com¬ 
mercial FM band from ch. 221 to ch. 
296, are used by low power Class A sta¬ 
tions. The remaining 60 channels are 
used by higher-power Class B stations. 
With respect to Class B assignments, the 
United States is divided into two Areas. 
Area 1 includes most of the northeastern 
United States—the three southern New 
England states and southern New Hamp¬ 
shire, southeastern New York as far 
as Albany-Schenectady-Troy; eastern 
Pennsylvania as far as Harrisburg; Mary¬ 
land as far west as Hagerstown; and all 
of New Jersey, Delaware, and the Dis¬ 
trict of Columbia. The rest of the 
United States is in Area 2. 11 With re¬ 
spect to Class A stations, there is no 
difference in the rules pertaining to these 
areas. In Area 1, Class B stations are 
limited in height and power to a maxi¬ 
mum of 20 kw E.R.P. at 500 ft. a.a.t. or 
equivalent (and an absolute maximum of 
20 kw E.R.P.), whereas in Area 2 Class 
B stations, while normally so limited, 


11 However, a Note to Sec. 3.202 provides 
that in certain parts of the country con¬ 
tiguous to Area 1, higher demand for fre¬ 
quencies requires that applications be given 
careful study to insure equitable distribution 
of facilities. These territories include the 
remainder of Maryland and Pennsylvania; 
all but the northeastern corner of New York; 
southern coastal states through South Caro¬ 
lina; Ohio and Indiana; southern Michigan 
as far north as Saginaw; eastern Illinois as 
far west as Rockford-Decatur, and south¬ 
eastern Wisconsin as far north as Sheboygan. 


will be assigned with greater facilities if 
no undue interference to existing sta¬ 
tions or probable assignments would 
result. (See § 3.204(a) (2).) There is 
a question as to whether the present 
division of commercial FM stations into 
only two classes, A and B, is appropriate 
in view of the various needs and pur¬ 
poses which FM stations are and will be 
called upon to serve. These needs in¬ 
clude wide-area coverage so as to pro¬ 
vide service in rural and sparsely settled 
areas, local outlets for as many com¬ 
munities as possible both in and around 
urbanized areas, and elsewhere, and 
coverage of expanding suburban areas 
by city stations. Comments are invited 
upon the question of how many classes 
of commercial FM stations should be pro¬ 
vided for, and what the facilities of each 
should be. 

32. Our proposal herein (Appendix A), 
which it appears may be adequate to 
meet the diverse needs involved and at 
the same time simple enough for easy 
administration, is for three classes of 
commercial stations: 

(1) Low-powered “Class A” stations, 
generally similar to the present Class A 
stations, designed to serve smaller com¬ 
munities and surrounding rural areas. 

(2) Intermediate-powered “Class B” 
stations, generally similar to the present 
Class B stations, operating with great 
enough facilities, and protected far 
enough, to provide service to cities and 
surrounding suburban areas. 

(3) High-powered “Class C” stations, 
operating with facilities substantially 
greater than the present Area 1 Class 
B maximum, and protected out as far, 
or nearly as far, as they can render a 
useful service in the absence of inter¬ 
ference. 

33. Channels for commercial stations. 
Assuming that FM stations should be 
divided into classes, there remains the 
question of how many, and which chan¬ 
nels should be reserved for each class. 12 
Comments on this subject are invited. 
Our proposal, based on the three classes 
of new commercial stations mentioned 
above, is as follows (with alternatives, 
as mentioned; see Appendix A): 

(1) Low-powered Class A stations. 
The potential number of low-powered 
Class A stations which can be assigned 
to each channel under the proposal may 
be as high as 165 and it appears that 
the number of channels presently al¬ 
located for this use (20) is appropriate. 
This will give space for more than 3,000 
assignments. There remains the ques¬ 
tion of whether these 20 channels should 
be interspersed through the commercial 
portion of the FM spectrum, as at pres¬ 
ent, or contiguous in the band. There 
are considerations on both sides. Keep¬ 
ing the 20 present Class A channels has 
the advantage of simplicity in that both 
new and existing stations on these chan¬ 
nels would be of the same class. More¬ 
over, the present arrangement has made 
possible—and was in fact adopted as the 
only way to achieve—the making of more 


w Conceivably, new stations of different 
classes could be assigned to the same chan¬ 
nel. However, in our view, such a basis of 
operation would serve neither assignment 
efficiency nor administrative convenience. 
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Class B assignments in cities. On the 
other hand, the present occupancy of 
Class A channels (a maximum of 11 sta¬ 
tions on Channel 252) is not such that 
a changeover in channel classification 
would present great inconvenience. 
Moreover, the adjacent-channel prob¬ 
lems involved in making the very large 
number of Class A assignments hoped for 
will be substantially less if the adjacent 
channels are occupied by low-power 
Class A stations than if, as now, every 
Class A channel is adjacent to channels 
occupied by higher-power Class B sta¬ 
tions. Our proposal in this respect— 
Appendix A —is in the alternative, and 
comments are invited on which alterna¬ 
tive is preferable. 

(2) Intermediate-powered (Class B ) 
and high-powered (Class C) stations. We 
have mentioned above the need for high- 
powered, wide area stations, referred to 
herein as “Class C” stations. There is a 
question as to whether there is either a 
real need for such stations, or much op¬ 
portunity for their assignment, in the 
northeastern portion of the United States 
generally corresponding to Area 1. This 
portion of the country is more heavily 
populated, and large centers of popula¬ 
tion are numerous and relatively close 
together, so that, to a greater degree 
than in the remainder of the nation, 
adequate service may be expected to be 
furnished to all or nearly all of the area 
and population by stations generally 
similar to present Class B stations, lo¬ 
cated in sizable communities relatively 
close together. Moreover, it may be that 
in Area 1 frequency occupancy is al¬ 
ready so nearly complete that unless 
changes are to be made in existing facili¬ 
ties, which we do not presently con¬ 
template, there will be relatively little 
opportunity for the assignment of new 
stations on this basis. We are not pres¬ 
ently persuaded, however, that assign¬ 
ments in Area 1 are already so numerous 
that no advantageous reallocation plan 
for that area could be worked out. 

34. Assignment Plans I and II. There¬ 
fore, in this respect we set forth herein, 
and invite comments on, two alternative 
proposals. The details of these are set 
forth in Appendix A. Plan I envisages 
a reallocation throughout the nation, and 
repeal of the present division into areas, 
with 20 channels reserved for low-power 
Class A stations and 20 channels (which 
we believe an adequate number) reserved 
for high-power “Class C” stations, with 
maximum facilities considerably greater 
than those now permitted in Area 1. The 
channels reserved for these “Class C” 
stations would be either contiguous in 
the spectrum or contiguous except for 
the interspersion of Class A channels, 
depending on the decision reached as to 
whether Class A channels should be re¬ 
allocated (see above). The remaining 
40 channels will be allocated for use by 
intermediate-power stations, generally 
corresponding to present Class B stations 
in Area 1. This number of channels ap¬ 
pears appropriate for such assignments. 

35. Plan II, on the other hand, would 
involve less sweeping changes. Under 
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it, the United States would still be di¬ 
vided into two areas, present Area 1 
being redefined on the basis of entire 
states, to include the three southern New 
England States, New York, Pennsylvania, 
New Jersey, Maryland, the District of 
Columbia, Ohio, Indiana, and Illinois. 
These are states of comparatively high 
urbanization and thickly settled popula¬ 
tion. Area 2 would include the rest of 
the country. Within both areas, Class A 
stations would be assigned on 20 Class A 
channels, either the present 20 channels 
or a contiguous band (see above). In 
Area 1, the other 60 channels would be 
used by “Class B” stations corresponding 
generally to the present Class B stations 
in that zone, with roughly the same 
maximum facilities. In Area 2, on the 
other hand, there would be no new “Class 
B” assignments, but on these channels 
new “Class C” stations would be assigned 
with a uniform maximum for facilities 
(unlike the present rules which provide 
no absolute maximum in this Area), this 
maximum to be considerably higher than 
the present Class B maximum for Area 1. 
These stations would be protected from 
interference over wide service areas, so 
that they may render service to great 
areas and populations. 

36. Alaska and Hawaii. In Alaska, the 
frequency band 88 to 100 me is not avail¬ 
able for broadcast use, eliminating PM 
channels 201 through 260 for PM assign¬ 
ments in that state. This leaves Alaska 
presently with 10 Class A and 30 Class B 
channels, and no channels specifically 
reserved for educational use. There¬ 
fore (Sec. 3.501(b)) our Rules provide 
for noncommercial educational, as well 
as commercial, use of Channels 261 to 
300. In Hawaii, the frequency band 98.1 
to 107.9 me is similarly not available, 
eliminating Channels 251 through 300 
and leaving a total of 50 channels—20 
educational, 8 Class A, and 22 Class B. 
Present assignments in these states are 
not numerous—in Alaska, one Class A 
and one Class B; in Hawaii, three Class A 
and one educational. 

37. Comments are invited upon what 
basic changes in channel allocations 
should be made in these states. We pro¬ 
pose herein the following changes: (1) 
if “Plan I”, referred to above, is adopted, 
10 channels in Alaska and 10 channels in 
Hawaii would be reserved for use by 
high-power “Class C” stations, these 
channels to be either contiguous in 
spectrum or contiguous except for Class 
A channels (see above); (2) if “Plan II” 
referred to above is adopted, these states, 
as part of Area 2, would be in the future 
assigned “Class C” rather than “Class 


B“ stations. Noncommercial educational 
stations in Alaska could be assigned on 
any channel as at present. 

P. Station facilities, protection, spac¬ 
ing —38. General principles of station 
assignments; maximum facilities and 
spacings. Assuming the above-proposed 
designation of the FM channels for use 
by five different types of stations—low- 
power commercial, intermediate-power 
commercial, high-power commercial, 
low-power educational, and higher- 
power educational—there must be deter¬ 
mined what combination of facilities 
used by the various classes of stations, 
and separations to afford a proper de¬ 
gree of protection, are appropriate for 
each channel. This decision must be 
made in the light of a number of con¬ 
siderations : (1) the purpose to be served 
by the various classes of stations—wide 
area coverage, numerous stations to serve 
as local outlets, etc.; (2) provision for 
the largest number of stations on each 
channel reasonably consistent with other 
objectives; (3) provision for each station 
of a protected service area large enough 
to provide population and economic 
potential sufficient to support an opera¬ 
tion of the particular class; (4) assign¬ 
ment efficiency in mathematical terms, 
i.e., the percentage of total area which 
the number of stations assignable on 
each channel can serve, under various 
combinations of facilities and protected 
areas; and (5) the distance or contour 
out to which a station can render useful 
service in the absence of interference 
(beyond which there is no point in pro¬ 
tecting it). 

39. Some of these matters warrant dis¬ 
cussion. As to assignment efficiency, this 
is of course directly related to the spac¬ 
ing of stations, which in turn reflects the 
combination of facilities used and service 
area protected. For a triangle lattice 
pattern of station arrangement, which 
permits the greatest number of stations 
on a channel, the efficiency in terms of 
percentage of area covered is determined 
by the formulas. 

Eff .= 2 -^L 

V3S 2 

where A is the service area of each station 

and S is the spacing between stations; or 

363 x(j)'* 

where R is the service radius and S is the 

spacing. 

Applying these formulas to certain 
possible combinations of facilities and 
protected contours, and resulting co¬ 
channel spacings, the results in terms of 
efficiency are as follows (using the new 
curves proposed herein): 


Facilities 

Assuming protection to 1 mv/m 
contour 

Assuming protection to 0.1 mv/m 
contour 

Distance 
to contour 
(miles) 

Minimum 

Spacing 

(miles) 

Efficiency 
(percent of 
area) 

Distance 
to contour 
(miles) 

Minimum 

Spacing 

(miles) 

Efficiency 
(percent of 
area) 

Present Class A maximum (1 kw, 260 







ft).— 

10 

50 

14.5 

28 

130 

16.9 

Present Class B Area 1—Class B maxi¬ 







mum (20 kw, 600 ft). 

28 

110 

23.5 

57 

220 

24.3 

High power (100 kw, 2,000 ft). 

64 

180 

45.8 

98 

295 

40.4 
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40. Thus, among these various ar¬ 
rangements lowest efficiency results from 
using low-power stations protected to 
the 1 mv/m contour, while highest ef¬ 
ficiency results from using high-power 
stations protected to that contour. With 
respect to low-power and intermediate- 
power stations, greater efficiency results 
from spacings affording protection to 
the 0.1 mv/m contour than from protec¬ 
tion only to the 1 mv/m contour; but this 
is not true as to high-power stations, 
where the efficiency curve falls off be¬ 
tween the 1 mv/m spacing and the 0.1 
mv/m spacing. As to any particular 
height and power, efficiency does not 
vary greatly with extent of protected 
area and resulting spacing. For ex¬ 
ample, using the new curves proposed 
herein, for Class B stations operating 
with the present Area 1 maximum facili¬ 
ties, efficiency varies about 3.3 percent 
for spacings from 60 miles to 260 miles, 
with the maximum occurring at about 
150 miles. For stations using the high- 
power facilities mentioned, efficiency 
varies less than 12 percent for spacings 
from 120 to 300 miles, the greatest effi¬ 
ciency occurring at about 180 miles. For 
Class A stations operating with present 
maximum facilities, there is only a 3 per¬ 
cent variation between any two spacings 
from 60 to 165 miles. 

41. Stations, of course, are assigned 
to actual communities, rather than on an 
idealized geometric basis such as that 
assumed, with some loss of efficiency; but 
in general this reduction does not change 
the basic relationship between spacings 
and efficiency of channel use. Therefore, 
principles of absolute assignment ef¬ 
ficiency, while not necessarily determina¬ 
tive, must always be borne in mind, and 
parties commenting herein should take 
them into account. Likewise, adjacent- 
channel assignments, of course, affect 
possible station location, but since the 
spacings required to afford a given level 
of protection are much smaller than with 
co-channel assignments, this does not 
become a significant problem except in 
small areas already crowded with need 
and demand for assignments. 

42. Since efficiency varies relatively lit¬ 
tle with spacing, it is more appropriate 
to look closely at another factor which 
varies much more sharply, number of as¬ 
signments per channel. This is particu¬ 
larly true with respect to channels, such 
as the present and proposed Class A 
channels, primarily designed for numer¬ 
ous assignments of low-powered sta¬ 
tions; but it is also true of all channels 
except perhaps those reserved for wide- 
area stations. As a rough rule-of- 
thumb, reducing the spacing in half, 
quadruples the number of possible as¬ 
signments, although, of course, it reduces 
the coverage area of each station. 

43. “Protection” from objectionable 
interference. With respect to stations 
on the same channel and first adjacent 
channel (200 kc removed), the stand¬ 
ards we propose herein are designed to 
afford, in general, “protection” from ob¬ 
jectionable interference within certain 
contours or service radii. Since inter¬ 
ference between such stations represents 
a loss of service rather than merely a 


substitution of one service for another, 
we are presently of the view that only on 
this basis can standards be formulated 
which will protect the public interest and 
at the same time permit processing of 
and action on applications without the 
elaborate consideration now required in 
FM as well as in AM. 

44. However, as to second and third 
adjacent-channel interference, other 
considerations apply. At one time, FM 
stations were assigned in the same city 
on such adjacencies. Some interference 
resulted, and our rules now recognize 
second and third adjacent-channel in¬ 
terference and preclude assignment of 
stations in the same city at less than 800 
kc (four channel) separation. They 
may be assigned in nearby cities at 400 
or 600 kc separation where the equitable 
or efficient distribution of facilities would 
be promoted, except that no Class B sta¬ 
tions will be assigned less than 800 kc 
apart in the same metropolitan district. 
Sometimes assignments in nearby cities 
have resulted in objectionable inter¬ 
ference within the present standards, but 
they were made because the service 
benefits outweighed the losses. Where 
second or third adjacent-channel inter¬ 
ference is involved, the interference 
occurs within a relatively small area 
around the interfering station’s trans¬ 
mitter, and this small loss is of course 
completely replaced with the new sta¬ 
tion’s service, so that there is no loss 
in total service to the public and only 
small impact from the assignment on the 
existing station. By making such as¬ 
signments, we have been able to au¬ 
thorize a greater number of stations in 
and around large cities than would 
otherwise be possible. 

45. However, it has been argued, per¬ 
haps with some merit, that continuation 
of this process may lead to deterioration 
of service, through the assignment of a 
number of stations the total impact of 
which upon an existing station is sub¬ 
stantial. It is contended that this re¬ 
sults in a sort of “Swiss cheese” coverage 
pattern for the original station, a large 


i Above average terrain. 

Unlike the present situation with re¬ 
spect to Class B stations in Area 2, where 
assignments higher than the normal 
maximum can be made, all new stations 
will be limited to the maximums indi¬ 
cated (see above). For reasons already 
stated, we are presently of the view that 
the public interest will likely be better 
served by the adoption of an absolute, 
recognized standard in this respect as in 
others. As now with Class A stations and 
Area 1 Class B stations, the maximum 
power specified above will also be the 


service area with numerous “holes” 
caused by this type of interference 
around the transmitters of the inter¬ 
fering stations. It has also been urged 
that, as in AM, a contour-overlap rule is 
needed to prevent close assignment of 
stations on these adjacent channels 
under circumstances where, even though 
there is no “objectionable interference” 
under the prescribed ratios, the service 
of both suffers because of their proximity 
(through cross-modulation, etc.). We 
are presently of the view that both of 
these arguments have some merit, and to 
a certain extent these concepts are rep¬ 
resented on our specific proposals which 
follow. 

45a. As pointed out in the Sixth Re¬ 
port and in other documents including 
the TV Rules, the received signal at the 
FM and TV frequencies varies widely 
with time and location. All propagation 
curves developed up to the present time 
cannot be expected to predict service 
or interference at any particular location 
and at a particular time. They are, 
however, useful tools for assignment 
purposes and may be expected to esti¬ 
mate service on a large area basis. 
Thus, wherever in this document refer¬ 
ence is made to “service” or “protected 
contour” or “protected area” this im¬ 
portant reservation should be borne in 
mind. For example, in the event an 
allocation system is adopted which is 
based upon certain minimum assign¬ 
ment spacings, the only protection 
which will be afforded a particular sta¬ 
tion will be that which results from the 
spacing and the powers and antenna 
heights authorized. 

46. The Commission's proposals. In 
light of the foregoing considerations, we 
propose the following maximum facili¬ 
ties and co-channel separations for sta¬ 
tions of the various classes. The 
co-channel separations limit the ulti¬ 
mate extent of interference that can 
occur to any station and thus assure 
against encroachment beyond the limits 
indicated as “protected service area” 
radius. 


maximum ERP permitted regardless of 
antenna height. 

47. Comments, of course, are invited 
on whether the values set forth are the 
most appropriate ones. Admittedly, in 
no case have we selected the values 
which would give the greatest absolute 
efficiency; but, as mentioned, this varies 
relatively little compared to other fac¬ 
tors, and it appears that the scheme pro¬ 
posed is that which will best further our 
other objectives. As to Class A stations, 
the maximum permitted is the same as 



Class A (low power). 

Class B (intermediate power).... 

Class C (high power).. 

Class D (low power educational). 
Class E (high power educational) 


1 kw ERP, 250 ft. a.a.t.L. 

20 kw ERP, 500 ft. a.a.t.. 

100 kw ERP, 2,000 ft. a.a.t. 

10 watts (transmitter power), 100 ft. a.a.t. - .. 

Same as for maximum commercial station at the same location (i.e., u 
Plan I is adopted, same everywhere as Class O station; if Plan II is 
adopted, same as Class B station if in Area 1, or same as Class C station 
if in Area 2). 
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that at present; the 25 mile service 
radius—which is the equivalent of pro¬ 
tection of such facilities to the 140 uv/m 
contour—(43 dbu) is substantially 
greater than the present degree of pro¬ 
tection normally to the 1 mv/m contour 
(60 dbu) (equivalent of 10 miles radius 
under the new curves proposed herein). 
It is to these channels that we believe we 
must look primarily for the development 
of a vast number of local outlets, remov¬ 
ing the need for, and it is to be hoped 
actually replacing, marginal AM opera¬ 
tions such as those discussed above. 
With these points in mind, the standards 
chosen appear to represent a suitable 
compromise. Protection of these sta¬ 
tions to their 50 uv/m contours (34 dbu) 
would permit each to render greater serv¬ 
ice, but this (which would require a min¬ 
imum co-channel separation of 165 
miles) would not permit the desired 
number of assignments per channel, and 
would mean protection in some cases of 
a service which is not in fact generally 
useful. Under the standards proposed, 
assuming idealized placing of assign¬ 
ments, nearly 300 assignments could be 
made per channel. Such conditions will, 
of course, not prevail, but average spac¬ 
ing may be expected to be about 150 
miles, which would permit about 165 
assignments per channel, or more than 
3,000 in the United States, enough to 
take care of a great many of the 3,500 
marginal standard broadcast stations 
now operating. If average spacing is 
150 miles, average protection will be to 
the 63 uv/m contour (36 dbu), which is 
sufficiently close to the noise-limited 
contour. The 25 mile radius gives the 
station a protected area large enough to 
provide both adequate coverage of its 
community and surrounding rural areas, 
and enough economic support for the 
relatively modest type of operation in¬ 
volved. It is also to be noted, as men¬ 
tioned above, that the cost of such an 
installation will be generally comparable 
to an AM station of the same power, and 
the service rendered often much better. 

48. Class B stations will be authorized 
with the same facilities now established 
as the maximum in Area 1, i.e., 20 kw 
ERP at 500 ft. above average terrain, or 
equivalent. The protected service radius, 
which under the proposed new curves is 
equivalent to protection to the 178 uv/m 
contour (45 dbu), is substantially greater 
than at present. We believe the choice 
here made is a suitable one. The 50 mile 
protected service radius will permit class 
•d stations to provide service, in most 
cases at least, to all of the growing ur¬ 
banized areas around cities, even where 
t \ as Wl11 n ot usually be the case) sta¬ 
tions are located at minimum separa- 
S*' xt appears that the basis of 
^ s 0 5 m ? ent set forth wil1 Permit an 
channel 6 number of assignments per 

Class C stations will be expected to 
, ei service out to 100 miles or roughly 
rm tn f lr l 84 uv/m contour (38 dbu) if 
3^? maximum facilities. This 
" ‘v,/ 1 ' 1 ? 11 th u rendition of the wide-area 
tenriPH f «n?? 1Ch these Nations are in¬ 
ject of' ^ lle commen ts upon the sub- 
St If 1 ® 1 1S the actual ^se limited 
M contour under usual conditions are 


invited herein, we are presently per¬ 
suaded that protection at this distance 
is warranted and that a useful service 
can be provided with signals of this level. 

50. It is to be noted that we have set 
forth the “protected” area in terms of a 
particular service radius, rather than 
a particular signal intensity contour. 
For a given power and antenna height 
the two can be equivalent. We have 
chosen the service radius concept be¬ 
cause it is a convenient method of pre¬ 
cisely limiting the ultimate interference 
to which a station may be subjected, it 
avoids imposing additional interference 
on a station operating with less than 
maximum power and, of course, has the 
advantage of being easily understood. 

51. Adjacent-channel protection. 
Since, under existing ratios, first-ad¬ 
jacent channel interference represents 
loss of service instead of merely sub¬ 
stitution of one service for another in 
the area involved, it does not appear that 
the public interest would be served by 
permitting such interference within 
what is determined to be a station’s 
protected service area for co-channel 
purposes. Therefore, our proposal here¬ 
in (Appendix A) is for minimum sepa¬ 
rations designed to afford protection to 
the same service area as against first 
adjacent-channel interference (200 kc 
removed). 

52. As to the second and third ad¬ 
jacent-channel interference, this repre¬ 
sents substitution rather than actual loss 
of service, and it is not necessarily in¬ 
consistent to provide a different degree 
of protection against such interference 
than is the case for co-channel inter¬ 
ference. The radius of protection from 
second and third adjacent-channel in¬ 
terference proposed for the various 
classes of stations is: for Class A sta¬ 
tions, 10 miles; for Class B stations, 25 
miles; and for Class C stations, 35 miles. 13 
It also appears that every station should 
be permitted to cover its city of assign¬ 
ment without interference. Therefore, 
our proposal is in terms of minimum 
distances from the existing station’s 
transmitter location, and in addition 
minimum distance from the nearest 
boundary from the city of assignment. 

G. Equivalence. 53. “Equivalence”, for 
determining what power shall be used at 
greater antenna height than the maxi¬ 
mum, is now determined on the basis of 
the location of the station’s 1 mv/m con¬ 
tour, which is the usually protected serv¬ 
ice contour (see §§ 3.203, 3.204). The 
argument has been made that this is 
unduly restrictive and the test should 
instead be the location of the inter¬ 
ference contour. This contention is 
based on the fact that increase in height 


13 It might be argued that Class C stations, 
designed to render wide area coverage, should 
be protected to a fairly distant contour 
against second and third adjacent channel 
interference, as well as against co-channel 
interference. Comments upon this point are 
invited. However, because of the ratios in¬ 
volved any service loss is completely replaced 
by the substituted new service, and there¬ 
fore the reason for the wide protection dis¬ 
appears. We do not include this in our main 
proposal, which provides the same radius as 
Class B stations. 


increases service more than it does in¬ 
terference, and therefore greater height 
could often be used with a correspond¬ 
ingly great increase in service but rela¬ 
tively little increase on interference. 
There appears to be considerable sub¬ 
stance in this argument, since, after all, 
interference is the only reason why sta¬ 
tions cannot be assigned in unlimited 
numbers. A consideration of the op¬ 
posite side, supporting the present 
standard, is that using the service con¬ 
tour as the test results in a degree of 
competitive equality between stations, 
for example, where only one of several 
competing stations has opportunity for 
great antenna height. Recognizing this, 
nonetheless our proposal (Appendix A) 
is that equivalence for determining per¬ 
missible ERP shall be the location of the 
co-channel interference contour. 

H. Minimum facilities. 54. As men¬ 
tioned above, our proposal is to afford 
protection to stations on the basis of 
maximum facilities for the class in¬ 
volved, thereby permitting free ex¬ 
pansion and improvement of service 
without conflicts. As a corollary of this, 
it presently appears that, even for initial 
operation, certain minimum facilities 
should be required for the various 
classes, to a much greater extent than at 
present. Otherwise there might be great 
waste of spectrum space through “pro¬ 
tection” of non-existent service. We 
propose the following minimum (sta¬ 
tions must, of course, also provide ade¬ 
quate coverage of their city of assign¬ 
ment in accordance with the rules) : 

Class A—100 w ERP, 100 ft. above average 
terrain. 

Class B—1 kw ERP, antenna height 250 
ft. a.a.t. 

Class C—20 kw ERP, antenna height 500 
ft. a.a.t. 

Negative antenna heights will be con¬ 
sidered to be 100 ft. a.a.t. 

Non-commercial educational stations: 
Comments are invited regarding acceptable 
minimums. 

I. Relationship of plan to existing sta¬ 
tions. 55. We do not propose herein 
to change any existing facilities. There¬ 
fore, superimposing an overall assign¬ 
ment plan upon the present structure 
raises certain questions with respect to 
stations authorized at the time the plan 
is adopted. These are: 

(1) If there is reclassification of chan¬ 
nels (A to B, B to A, A or B to C), how 
will existing stations on these channels 
be treated if they do not fall within the 
limits of facilities for the new class? 

(2) Should expansion of existing 
facilities be governed by the table of 
separations and permitted only when 
meeting its requirements, or should it be 
permitted on another basis, for example, 
use of propagation curves? 

56. With respect to the first matter, 
reclassification of channels will take 
place if Class A channels are shifted to a 
contiguous portion of the spectrum (e.g., 
Channels 221 to 240), so that present 
Class A channels become Class B chan¬ 
nels and Class B channels become Class 
A frequencies. It will also take place if 
Plan I proposed herein is adopted, so 
that 20 channels are reserved for Class C 
use throughout the country. Our pro¬ 
posal in this respect is as follows: 
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(1) Where a channel is reclassified for 
use by a higher class of station (A to B 
or A to C, or B to C), existing stations 
thereon which do not meet the minimum 
requirements for the new class will have 
six months to apply for facilities meet¬ 
ing the minimum requirement. If they 
do not so apply, or if their applications 
must be denied because of interference 
or for other reasons, they will thereafter 
be protected as stations of the original 
class. A table for this limited purpose 
showing minimum separations between 
co-channel stations of different classes 
will be provided at a future date. 

(2) Where a channel is reclassified for 
use by a lower class of station (B to A), 
the existing Class B stations will be pro¬ 
tected as Class B stations provided they 
meet the minimum facilities for that 
class. Otherwise they will be protected 
under the Table only as Class A stations. 

57. The answer to the second of the 
two questions is less clear. Existing sta¬ 
tions have not been assigned on the basis 
of the type of overall plan we proposed 
here for further assignments, and it is 
not clear that over-all efficiency and 
service would benefit from requiring any 
increase in facilities of existing stations 
to meet the new over-all standards. We 
do not propose at this time any specific 
course of action in this connection. Ap¬ 
propriate rules in this regard will be 
promulgated of the basis of submitted 
comments. However, as to some aspects 
of this problem there appear certain 
principles which may well serve the pub¬ 
lic interest, and these we propose in Ap¬ 
pendix A to apply. These are: 

(1) Whatever may be decided upon 
as to applications by existing stations for 
increases in facilities on the same chan¬ 
nel, applications for new channels will 
be treated the same as applications for 
new stations; 

(2) Applications for increases in facil¬ 
ities on the same channel will not be 
subject to maximum separation require¬ 
ments, and; 

(3) Whatever standard is adopted will 
be a strict “go-no-go” rule. 

V. Pending petitions for FM rule 
changes in the assignment area —58. 
Petition of FM Unlimited, Inc. By peti¬ 
tion filed in February 1959 (RM-94), 
FM Unlimited, Inc. proposes a rather 
sweeping revision of the plan of FM sta¬ 
tion assignments, described below. We 
are not convinced that some aspects of 
this would serve the public interest, but 
since we are here undertaking a funda¬ 
mental and sweeping examination into 
this subject, we present this proposal, 
for comments on the question of whether 
it should be adopted, in whole or in part, 
or with changes. 

59. FM Unlimited seeks the following 
changes; which, apparently, it would 
apply also to existing facilities, by re¬ 
classification or reassignment to another 
channel: 

(a) Elimination of the present Class A 
band, and redesignation of channels 286 
through 300 at the top of the band (105.1 
to 107.9), for use by low-power Class A 
stations (15 channels). 

(b) Increase in the maximum per¬ 
mitted for Class A facilities to 3 kw 
E.R.P. and 300 ft. a.a.t. (Above average 
terrain) 


(c) Designation of Channels 218 to 285 
(68 channels) for use by Class B stations. 

(d) Increase in Class B maximum 
facilities in Area 1 to 20 kw E.R.P. and 
1,000 ft. a.a.t. 

(e) Assignment of 17 channels, 201 
through 217 (88.1 to 91.3 me) for “Class 
N”, noncommercial, stations, which 
would include not only educational sta¬ 
tions but also religious and municipal 
stations (e.g., WNYC-FM, New York 
City). 10-watt “campus” stations would 
be assigned only to Channel 201. (It 
is asserted that two such stations can 
be located even in the same city without 
interference problems.) 

(f) Reassignment both of existing 
Class B stations, and of Class B channels 
with respect to new assignments, on a 
basis designed so that stations in adja¬ 
cent metropolitan centers (e.g., Chicago- 
Milwaukee, New York-Philadelpha, Los 
Angeles-San Diego) will not be assigned 
with only one channel (200 kc) 
separation. 

(g) Redesignation of “metropolitan- 
suburban” and “community” stations as 
Class A stations, and reassignment there¬ 
of to Class A channels as defined above. 
(With exceptions where such stations 
serve both metropolitan areas and rural 
areas, e.g., West Bend, Wisconsin, which 
would be assigned a Class B channel 
which could be used in Milwaukee.) An 
Oak Park, Illinois, station is cited as 
a bad example of a suburban station 
using a Class B channel and really aim¬ 
ing its service at the major city, Chicago. 
It is urged that such stations be redesig¬ 
nated Class A and required to direct their 
programing to their particular assigned 
areas. 

59. In support of these various pro¬ 
posals, FM Unlimited argues as follows: 
Segregation of Class A stations—includ¬ 
ing all those mentioned above—will 
prevent the making of assignments in 
suburban communities (such as Redondo 
Beach, Calif., and Blue Island, Ill.) at 
400 kc from existing metropolitan Class 
B stations, which causes these stations 
interference. Permitting expanded Class 
A facilities will permit such stations to 
cover their cities and surrounding areas 
satisfactorily. Concentrating Class B 
assignments in one segment, free from 
Class A “drop-ins” will enable Class B 
channels to eliminate 200 kc separations 
between cities in adjacent metropolitan 
areas, it is urged that this will eliminate 
“no man’s lands” between these cities 
which now can receive neither service. 
It is urged that 17 channels is sufficient 
for educational and other “Class N” non¬ 
commercial stations, and will permit up 
to 17 Class B assignments, and 8 subur¬ 
ban Class A stations, in each city area 
without any interference. In support 
of the Area 1 Class B power increase, it 
is asserted that this will permit many 
thousands of people to receive adequate 
FM service for the first time. It is also 
urged that minima should be required 
for Class B stations, so that all may 
render proper service. 

60. The above proposal appears to 
present numerous substantial problems. 
Nevertheless, as part of our overall in¬ 
vestigation into this matter, comments 
thereon are invited. 


62. There are two other petitions, 
which seek smaller changes in the FM 
rules. That of Charles River Broadcast¬ 
ing Company (RM-159) would delete 
entirely present § 3.202, and amend 
§ 3.204(a), so as to eliminate all refer¬ 
ence to Areas, thereby putting Area 1 
on the same basis as Area 2. The pur¬ 
pose of this change would be to permit 
Area 1 Class B stations to operate with¬ 
out any maximum limitation as to 
height and power, as Area 2 Class B sta¬ 
tions may now be assigned. The peti¬ 
tion of Joseph D. Worth (RM-33) asks 
that a flat ceiling of 75 kw ERP be im¬ 
posed or. all Class B stations in Area 2. 

63. As to the Charles River petition, 
we do not contemplate any assignment 
changes which would eliminate entirely 
the restriction on maximum facilities in 
the present Area 1. Comments along 
this line can, of course, be submitted in 
response to our own proposals and ques¬ 
tions herein, and as such will be con¬ 
sidered. The petition itself will be de¬ 
nied. The Worth petition appears to 
have more possible merit, but since 
comments making this suggestion may 
be filed and will be considered under our 
own proposals and questions, there is 
no reason for separate consideration of 
this one individual change. Therefore, 
this petition, also, will be denied. 

VI Other assignment matters on 
which rules may be adopted. 64. If 
an over-all allocation plan such as that 
described above and in Appendix A is 
not adopted, or possibly in addition to 
such plan, other changes in the FM 
rules may be appropriate and may be 
adopted herein. Comments are there¬ 
fore invited upon the following subjects: 

(a) Abolition of Areas, or creation of 
more than two Areas, or re-definition of 
Area 1. There is a question whether, 
in view of the rapid current growth of 
the FM service in many parts of the 
country, any purpose is served by having 
two Areas with different standards of 
assignment. This is particularly true 
with respect to heavily populated por¬ 
tions of the Northeast adjacent to Area 
1 (e.g., the Chicago area), and also areas 
further removed, such as portions of 
California. Parties are invited to com¬ 
ment on what changes should be made 
in this respect, such as abolition of areas, 
creation of more than two areas, or re¬ 
definition of Area 1. These comments 
should, of course, include consideration 
of what assignment standards should be 
adopted for the different areas. 

(b) If an over-all assignment plan is 
not adopted, what changes should be 
made in the rules pertaining to existing 
and/or new facilities —e.g., a general or 
“across the board” increase of the maxi¬ 
mum permitted for Class A or Class B 
stations in Area 1; whether a fixed maxi¬ 
mum should be established for Area 2 
and if so, what; and whether there 
should be an absolute ceiling on E.R.P* 
regardless of height, and if so, what. 

(c) Replacement of the term “metro¬ 
politan district ” by “urbanized area” in 
the rules. The Rules presently refer 
to “metropolitan district” in several 
places. This is a concept which is no 
longer employed by the U.S. Census Bu 
reau, which instead now uses the con- 
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cepts of “urbanized area” (built-up 
areas in and around principal cities), 
and “standard metropolitan statistical 
area”, which is based on entire counties. 
If the rules continue to embody such a 
concept as this, it appears that it should 
be one of those now curently in use, 
likely “urbanized area”. Comments on 
which of these concepts should be in¬ 
cluded in the Rules is invited. 

VII. Other subjects relating to assign¬ 
ments on which comments are requested. 
65. General subjects as to which com¬ 
ments are requested, particularly from 
parties having specific data on the sub¬ 
jects involved, in addition to two matters 
(general efficiency, and possible prohibi¬ 
tion of further assignments in crowded 
cities) are as follows: 

(a) Polarization. The FM Rules 
(§3.316(a)), provide that horizontal 
polarization shall be standard, but that 
circular or elliptical polarization may 
also be employed, in which case the 
supplemental vertical polarization in¬ 
volved shall not exceed the ERP author¬ 
ized. The question has been raised as to 
whether vertical polarization, as an 
alternative basis, would not be more ef¬ 
fective, especially with respect to vertical 
whip antennas commonly used on auto¬ 
mobiles, in which case the development 
of the use of FM auto radios might be 
stimulated. Studies on this subject are 
now in progress. Comments are re¬ 
quested, especially from those having 
specific data, as to the desirability of 
vertical polarization as a standard meth¬ 
od of operation, from the standpoint 
mentioned as well as otherwise. 

(b) Directionalization. Our Rules do 
not contain specific provision for direc¬ 
tional operation by FM stations, but 
likewise they do not prohibit such in¬ 
stallations. A few stations—roughly a 
dozen—operate on this basis. Recently, 
there have been developed antennas 
which, while technically “non-direc- 
tional” and employing only one element, 
radiate substantially more power in some 
directions than in others. Directional 
antennas, or “non-directional” antennas 
radiating more power in some directions 
than in others, might be on occasion use¬ 
ful as a device in assignment of stations 
(as in AM); on the other hand, they 
might also present serious problems in 
connection with the use of a table of 
minimum separations such as that pro¬ 
posed herein. Comments are requested 
upon this subject, particularly: 

(1) What requirements for directional 
antennas or other antennas radiating 
more power in one direction in FM 
should be adopted? 

(2) Under what circumstances, and 
for what purposes, should such antennas 
be permitted (e.g., only to improve serv¬ 
ice by not wasting a signal over water, 
etc., or also as an assignment device) ? 
Under what circumstances should they 
be prohibited? 

(3) What form of assignment plan can 
be adopted to take into account the use 
of such antennas? 

(4) What degree of suppression is 
feasible with respect to such antennas in 
the FM service? 
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(c) Receiver performance , and what 
levels of FM signal provide usable serv¬ 
ice under various conditions. There are 
several questions connected with FM re¬ 
ceivers and their selectivity and sensi¬ 
tivity, and, in view of the performance 
thereof, what signal strength is neces¬ 
sary to provide usable service and what 
interference ratios are appropriate. 
Comments, especially from those having 
pertinent data, are requested on this 
general subject, particularly with respect 
to the following issues: 

(1) What types of receiving antennas 
(outside, inside, line-cord, etc.) are in 
use, and, if inside or line-cord antennas 
are used, how does this affect the stand¬ 
ard set forth in the Rules that in rural 
areas 50 uv/m constitutes a usable FM 
signal (this standard having been based 
originally on outside 30 foot antennas) ? 

(2) What are the levels of signal in¬ 
tensity required, with present FM re¬ 
ceiving installations, to render usable 
service in the absence of interference, in 
rural areas and in large built-up cities 
(taking into account the fact that rural 
areas in recent years have become in¬ 
creasingly electrified so that electrical 
interference may prevail more than for¬ 
merly, and the tall buildings and steel 
construction prevalent in large cities) ? 

(3) What are the characteristics of 
FM sets now in use and being manufac¬ 
tured—especially low-cost sets—and how 
do these affect performance, especially 
in relation to interference ratios pres¬ 
ently prescribed? 

VIII. Questions not relating to FM as¬ 
signments or allocations —66. Duplica¬ 
tion of AM programming. In an effort 
to speed the development of the FM serv¬ 
ice by permitting economical FM opera¬ 
tion, the Commission has up to now per¬ 
mitted FM stations to duplicate—without 
limitation—the programming of AM sta¬ 
tions, usually AM stations under com¬ 
mon ownership. Many, perhaps a sub¬ 
stantial majority, of FM stations operate 
on this basis today. Probably this has 
contributed to the growth of the medium 
for the reasons intended, and also it 
permits AM stations to reach an addi¬ 
tional FM audience with a service often 
of higher quality technically, but at the 
same time a question exists as to whether 
duplication, or at least unlimited and 
total duplication, is an appropriate use 
of FM facilities or amounts to waste of 
a valuable frequency band. Comments 
are invited as to whether complete or 
partial duplication should be permitted 
for any FM station and, if only partial 
duplication should be permitted, what 
maximum percentage of program time 
should be permitted for this kind of 
operation. 

67. Other changes in the FM rules. 
We further seek comments as to what 
other changes in the FM rules, such as 
those relating to frequency or modula¬ 
tion monitors, or grades of operators, 
should be made. 

IX. Summary and conclusions. 68. 
For reasons stated above, a searching 
and comprehensive review of the status 
and potential of the FM band is now re¬ 
quired. We have reached certain tenta¬ 
tive conclusions as to how assignments 
of new FM stations should be made—on 
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the basis of an overall plan, and on the 
basis of strict “go-no-go” standards 
without elaborate case-to-case consid¬ 
eration of service and interference. (See 
Section III above.) On this basis, we 
have formulated a specific proposal, set 
forth in Section TV above and Appendix 
A, upon which comments are invited. 
This plan, or portions thereof or varia¬ 
tions thereof, may be adopted in this pro¬ 
ceeding, without further rule making un¬ 
less appropriate. Other specific questions 
concern how existing facilities should be 
treated if a plan such as that contem¬ 
plated by Appendix A is adopted, the 
concepts involved in Appendix A, and 
also other subjects as to which rules 
may be adopted herein, whether or not 
an overall plan such as that set forth 
in Appendix A is adopted. With regard 
to the overall proposal advanced by a 
petitioner (FM Unlimited), it appears to 
present a number of serious problems; 
in view of our overall investigation it 
is advanced for consideration. As to 
these subjects (pars. 6 to 64) rules may 
be adopted herein without further rule 
making proceedings. In addition, gen¬ 
eral subjects upon which comments, and, 
particularly, specific data, are requested 
are set forth. Except insofar as these 
subjects (par. 65) are also involved in 
matters set forth in earlier paragraphs, 
rules will not be adopted herein on these 
subjects; however, any determination as 
to matters covered in earlier paragraphs 
will, of course, take the comments on 
these subjects into account. Certain 
non-allocation questions on which com¬ 
ments are invited are also set forth; rules 
will not be adopted on these subjects 
without further rule making (see pars. 
66 to 67). 

69. It is not expected, or desired, that 
the comments filed herein will include 
a point-by-point response to all of the 
questions set forth herein, especially 
since many of the subjects involved are 
highly interrelated. Rather, parties 
commenting are requested to pick a form 
of organization which will set forth their 
basic concepts and proceed from there. 
For example, data and comments as to 
receiver characteristics might be pre¬ 
sented first, followed by other comments 
and data as to signal ratios and signal 
intensity, followed, in turn, by what the 
party concludes should be the proper 
standards and principles of station as¬ 
signments on the basis of the material 
previously set forth. It would be well 
if comments on the matter of adoption 
of strict “go-no-go” standards, from a 
legal and public interest standpoint, 
were set forth at a separate point. The 
same might well apply to the principle 
of maximum separations proposed at 
para. 25 above, and to whatever com¬ 
ments the party has on educational 
assignments. 

70. In view of the foregoing: It is or¬ 
dered, This 28th day of June 1961, that: 
(1) Notice of rule making is hereby given 
with respect to the proposals, matters 
and issues set forth in paragraphs 2 
through 64 and in Appendix A; 

(2) Notice of Inquiry is given with re¬ 
spect to the matters set forth in para¬ 
graphs 65 through 67: 
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contour. For determining minimum 
ERP allowed when the antenna height 
a.a.t. is less than that specified for mini¬ 
mum facilities, a similar Table will be 
used. This Table will be based on the 
station’s protected service radius. Both 
Tables will be based on the same propa¬ 
gation curves used for separations. 

(f) Assignment of noncommercial 
educational stations to channels. Non¬ 
commercial educational stations of both 
classes (Class D and Class E) will be as¬ 
signed to Channels 201 to 220, except in 
Alaska, where these channels are not 
available for broadcast use and where, 
therefore, these classes of stations may 
be assigned to any available FM chan¬ 
nels. 

(g) Assignment of Class A stations to 
channels. 20 channels will be reserved 
(as far as new assignments are con¬ 
cerned) for Class A stations. These 20 
channels will be designated on one of 
two bases, in the alternative: 

(1) The 20 channels previously re¬ 
served for Class A use (20 channels in¬ 
terspersed through the FM band from 
channel 221 to channel 296), or; 

(2) 20 channels contiguous in the FM 
band, except in Alaska and Hawaii, 
where (because part of the FM band is 
not available for broadcast use) 10 chan¬ 
nels would be so reserved. 

(h) Assignment of Class B and Class C 
stations to channels. Class B and Class 
C stations will be assigned to channels 
reserved therefore, in accordance with 
one or the other of the following two 
plans, in the alternative: 

Plan I. 20 channels will be reserved 
in the Continental United States except 
Alaska, and 10 channels in Alaska and 
10 in Hawaii, for use by high-power 
Class C stations. These channels will 
be either contiguous in the band, or con¬ 
tiguous except for interspersed Class A 
channels, depending on the alternative 
adopted under (f) above. 40 channels 


will be reserved for Class B stations. 
Under this plan, there will be no division 
of the country into Areas. 

Plan II. Area 1 will include most of 
the northeastern United States and will 
be defined on the basis of entire states, 
including the three southern New Eng¬ 
land states. New York, Pennsylvania, 
Delaware, the District of Columbia, New 
Jersey, Ohio, Indiana, and Illinois. In 
that Area, the 60 channels not reserved 
for educational or Class A use will be 
used by Class B stations, operating with 
facilities described above. The rest of 
the United States will be in Area 2. In 
this area, there will be no new Class B 
assignments, but Class C stations will be 
assigned (there will be no Class C as¬ 
signment in Area 1). 

(i) Relationhip of existing facilities to 
new classification of channels. To the 
extent there is any reclassification of 
channels as a result of the plans dis¬ 
cussed in (f) and (g) above, stations 
authorized at the time of adoption of 
these rules on channels so reclassified 
will be subject to the following pro¬ 
visions: 

(1) In the case of channels reclassified 
for use by a higher class of station (A to 
B, A to C, or B to C), existing stations 
will be protected under the Table of 
Separations as stations of the new class 
provided they operate with at least the 
minimum facilities provided for that 
class. If not so operating, they will 
nevertheless be so protected if within six 
months they apply for increase to attain 
the minimum, and as long thereafter as 
their applications are under considera¬ 
tion (such applications by existing sta¬ 
tions) . If they do not so apply, or their 
applications cannot be granted, they will 
thereafter be protected, under a Table 
of Minimum Separations, only as sta¬ 
tions of the class corresponding to their 
actual facilities. For this limited pur¬ 
pose, a Table of Minimum Separations 
will be adopted for minimum separation 
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between co-channel stations of different 
classes. 2 

(2) All former Class B stations op¬ 
erating in former Area 2 with facilities 
greater than the normal maximum for 
Class B, which are by definition new 
Class C stations, will be protected under 
Table of Assignment as Class C stations, 
regardless of the new class of their 
channel. 

(3) If channels are reclassified for use 
by a lower class of station (B to A), ex¬ 
isting stations will be protected, under a 
Table of Separations to be adopted for 
this limited purpose, as stations of their 
earlier higher class, provided they op¬ 
erate with the minimum facilities for 
this class or apply therefore within six 
months. 2 

(j) Applications by existing stations 
for changed facilities. The following 
principles will apply to applications by 
existing stations for changes in facili¬ 
ties: 

(1) Applications for a change in chan¬ 
nel will be treated like applications for 
a new station. 

(2) Applications for increase in height 
and power on the same channel will not 
be subject to the requirement concern¬ 
ing maximum separations. 

(3) Where a station operates with an¬ 
tenna height greater than that permitted 
for maximum facilities, it may increase 
power to the level permitted by the new 
Table of Equivalence (based on location 
of the interference contour). 

(k) Fixed standards. The foregoing 
principles are fixed standards, like mini¬ 
mum mileage separations in television. 

[F.R. Doc. 61-6434; Filed, July 7, 1961; 

8:49 a.m.] 


2 Although the rules would not necessarily 
so state, the Tables of Separations relating 
to existing facilities will be based on the 
same propagation curves, interference ratios, 
and “protected” service radii as the Table 
above. 






DEPARTMENT OF THE TREASURY 

Bureau of Customs 

[643.3-0] 

TETRACYCLINE TABLETS AND 
CAPSULES FROM ITALY 

Notice That There Is Reason To Be¬ 
lieve or Suspect Purchase Price Is 
Less or Likely To Be Less Than 
Foreign Market Value 

July 3, 1961. 

Pursuant to section 201(b) of the An¬ 
tidumping Act, 1921, as amended (19 
U.S.C. 160(b)), notice is hereby given 
that there is reason to believe or suspect, 
from information presented to me, that 
the purchase price of tetracycline tablets 
and capsules imported from Italy is less 
or likely to be less than the foreign 
market value, as defined by sections 203 
and 205, respectively, of the Antidump¬ 
ing Act, 1921, as amended (19 U.S.C. 162 
and 164). 

Customs officers are being authorized 
to withhold appraisement of entries of 
tetracycline tablets and capsules from 
Italy pursuant to § 14.9 of the Customs 
Regulations (19 CFR 14.9). 

[seal] Philip Nichols, Jr., 

Commissioner of Customs. 

[F.R. Doc. 61-6416; Filed, July 7, 1961; 

8:47 a.m.] 


[T.D. 55414] 

SCHLUMBERGER WELL SURVEYING 
CORP. 

Qualification as Citizen of 
United States 

June 30,1961. 

This is to give notice that pursuant 
to § 3.21, Customs Regulations, issued 
under the provisions of section 27A of 
the Merchant Marine Act, 1920, as added 
by the Act of September 2,1958 (46 U.S.C. 
883-1), the Schlumberger Well Survey¬ 
ing Corporation of Post Office Box 2175, 
Houston, Texas, incorporated under the 
laws of the State of Texas, did on May 
23, 1961, file with the Commissioner of 
Customs in duplicate an oath for quali¬ 
fication of a corporation as a citizen of 
the United States following the form of 
oath prescribed in customs Form 1260. 

The oath shows that: 

(a) A majority of the officers and di¬ 
rectors of the corporation are citizens 
of the United States (list of names, home 
addresses, and citizenship attached to 
the oath); 

(b) Not less than 90 percent of the em¬ 
ployees of the corporation are residents 
of the United States; 

(c) The corporation is engaged pri¬ 
marily in a manufacturing or mineral 
industry in the United States, or in a 
Territory, District, or possession thereof; 
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(d) The aggregate book value of the 
vessels owned by the corporation does 
not exceed 10 percent of the aggregate 
book value of the assets of the corpora¬ 
tion; and 

(e) The corporation purchases or 
produces in the United States, its Terri¬ 
tories or possessions not less than 75 per¬ 
cent of the raw materials used or sold 
in its operations. 

The Commissioner of Customs having 
found this oath to be in complianqe with 
the law and regulations, on May 23,1961, 
issued to the Schlumberger Well Survey¬ 
ing Corporation a certificate of com¬ 
pliance on customs Form 1262 as 
provided in § 3.21 (i) of the regulations. 
The certificate and any authorization 
granted thereunder will expire three 
years from the date thereof unless there 
first occurs a change in the corporate 
status requiring a report under § 3.21(h) 
of the regulations. 

[seal] D. B. Strubinger, 

Acting Commissioner of Customs. 

[F.R. Doc. 61-6417; Filed, July 7, 1961; 

8:47 a.m.] 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 
CALIFORNIA 

Redelegation of Authority by State 
Director to Principal Staff Officers 

June 28, 1961. 

In accordance with authority con¬ 
tained in the Bureau of Land Man¬ 
agement Order 541 of April 21, 1954, 
Part II, section 2.1(a) (1), the following 
employees are authorized to take action 
for and in behalf of the State Director in 
matters listed in sections 2.2 through 2.9 
of Part II where those matters are clearly 
within the particular staff member’s 
functional responsibility: 

Range and Forestry Staff Officer. 

Lands and Minerals Staff Officer. 
Administrative Staff Officer. 

Engineering Staff Officer. 

To become effective upon publication. 
Authority delegated may not be re¬ 
delegated. 

Neal D. Nelson, 
State Director. 

[F.R. Doc. 61-6411; Filed, July 7, 1961; 
8:46 a.m.] 


NEW MEXICO 

Notice of Proposed Withdrawal and 
Reservation of Lands 

June 29,1961. 

The Department of the Air Force has 
filed an application Serial Number NM 


061544 for the withdrawal of the lands 
described below, from all forms of appro¬ 
priation, including the general mining, 
but not the mineral leasing laws. The 
applicant desires the land for an Air 
Force technical applications center for 
a classified operational facility. 

For a period of 30 days from the date 
of publication of this notice, all persons 
who wish to submit comments, sugges¬ 
tions, or objections in connection with 
the proposed withdrawal may present 
their views in writing to the undersigned 
officer of the Bureau of Land Manage¬ 
ment, Department of the Interior, P.O. 
Box 1251, Santa Fe, New Mexico. 

If circumstances warrant it, a public 
hearing will be held at a convenient time 
and place, which will be announced. 

The determination of the Secretary on 
the application will be published in the 
Federal Register. A separate notice will 
be sent to each interested party of record. 

The lands involved in the application 
are: 

New Mexico Principal Meridian 
T. 10 S.,R. 25 E., 

Sec. 24: Ei/aEi/aSW^SE^, SEy 4 SEy 4 . 

T. 10S..R. 26 E., 

Sec. 18: Ei/ 2 SE^SEt4SW^, Sy 2 SWy 4 SEy 4l 

SW SW&SE % SE &; 

Sec. 19: SW&NE&NE^NE^, Wy 2 SEy 4 
NE 1 / 4 NE 14 , W^NE^NE^, NWy 4 NEy 4 , 
Ny 2 swy 4 NEi4, Ny 2 sy 2 swy 4 NEy 4 , swy 4 
sw y 4 sw y 4 ne y 4 , Nwy 4 SEi/4NEy 4 , Nwy 4 

NE%SEy 4 NEiA,Ey 2 NEi/4NWi4,NE^SEy 4 
NW*/4, SE&NW&SE1/4NW1/4, sy 2 SEy 4 

nw y 4 , SEy 4 SEy 4 swy 4 Nwy 4 , NEy 4 NEy 4 
ne y 4 s w y 4 , w y 2 ne y 4 ne y 4 sw y 4 , Nwy 4 
ne y 4 sw y 4 , ne y 4 s w y 4 ne y 4 sw y 4 , wy 2 
swy 4 NEy 4 swy 4 , ne ^ ne *4 nw y 4 s w y 4 , 
s % ne y 4 nw i/4 s w y 4 , NEy 4 swy 4 Nw y 4 
swy 4 , sy 2 swy 4 Nwy 4 swy 4 , sei/ 4 nwi / 4 
SW1/4, NE1ANE1/4SW1/4SW1/4, Wi/ 2 NEi/ 4 
sw i /4 sw y 4 , wy 2 sw y 4 sw y 4 ; 

Sec. 30: NWy 4 NWy 4 NWi/ 4 NW‘/ 4 . 

The area described aggregates 325 
acres more or less. 

Chesley P. Seeley, 
State Director. 

[F.R. Doc. 61-6379; Filed, July 7, 1961; 

8:45 a.m.] 


FEDERAL AVIATION AGENCY 

GENERAL ORDER 51 AND POLICY 
ORDER 3 

Rescission 

General Order 51 and Policy Order 
3 were issued by the Civil Aeronautics 
Administration effective October 30,1952 
and July 1, 1956, respectively. They 
established agency policy concerning 
testimony by employees in legal pro¬ 
ceedings and the release of information 
by employees. These orders were con¬ 
tinued in effect as to the Federal Avia¬ 
tion Agency by operation of section 
1501(a) of the Federal Aviation Act of 
1958. 
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In a simultaneous action the pertinent 
provisions of these orders are being in¬ 
corporated into Part 415, Regulations of 
the Administrator (14 CPR Part 415) 
so that the orders are no longer neces¬ 
sary and are being rescinded. 1 

Inasmuch as this action involves only 
matters of Agency management, pro¬ 
cedure and practice, notice and public 
procedure hereon are unnecessary and 
it may be made effective immediately. 

In consideration of the foregoing, the 
following orders issued by the Civil 
Aeronautics Administration are hereby 
rescinded effective upon publication in 
the Federal Register: 

1. General Order 51, effective October 
30, 1952. 

2. Policy Order 3, effective July 1,1956. 

(Sec. 303(d), 313(a), 72 Stat. 747, 752; 49 
U.S.C. 1344, 1354) 

Issued in Washington, D.C., on July 
3, 1961. 

N. E. Halaby, 
Administrator. 

[F.R. Doc. 61-6412; Piled, July 7, 1961; 

8:46 a.m.] 


[Agency Order 18] 

DEPUTY ADMINISTRATOR 
Delegation of Authority 

1. Purpose. This Order prescribes the 
duties of The Deputy Administrator of 
the Federal Aviation Agency and dele¬ 
gates authority necessary to the execu¬ 
tion of such duties. 

2. Duties. The Deputy Administrator 
is the general manager of the Agency. 
He serves as Acting Administrator in the 
absence or disability of the Administra¬ 
tor and as general manager plans, di¬ 
rects, coordinates and insures the ade¬ 
quacy of performance by the following 
elements of the Agency: 

a. Air Traffic Service. 

b. Aviation Facilities Service. 

c. Flight Standards Service. 

d. Aviation Medical Service, except 
that medical research shall be coordi¬ 
nated with the Deputy Administrator for 
Plans and Development. 

e. International Aviation Service. 

f. Bureau of National Capital Air¬ 
ports. 

g. Regions. 

3. Authority. With respect to all mat¬ 
ters within his purview, and in accord¬ 
ance with such policies, standards, con¬ 
ditions, and limitations as may be pre¬ 
scribed by the Administrator, The Deputy 
Administrator is authorized to represent 
and to exercise the authority of the Ad¬ 
ministrator, except authority: 

a. To take actions for which authority 
is by law, regulation, or order reserved 
to the Administrator. 

To promulgate rules, regulations, 
orders, and exemptions, other than those 
which the Directors of the Services, the 
Director, Bureau of National Capital Air- 


1 See F.R. Doc. 61-6397 in Rules and Regu¬ 
lations section, supra. 


ports, or the Assistant Administrators 
have been authorized to issue. 

c. To submit reports to the President 
or to the Congress. 

d. To make determinations pursuant 
to Section 308 or Section 312 of the Fed¬ 
eral Aviation Act. 

4. Redelegation. The Deputy Admin¬ 
istrator may redelegate any authority 
conferred upon him by this Order to any 
employee of the Agency. Any redelega¬ 
tion heretofore made to personnel of the 
elements of the Agency listed in para¬ 
graph 2, and in effect as of the date of 
this Order, shall remain in effect until 
revoked by The Deputy Administrator. 
Any redelegation hereafter made shall 
be in writing, and a copy shall be filed in 
the Office of Management Services. 

5. Effective date. This Order is effec¬ 
tive July 1, 1961, superseding Agency 
Bulletin 59-15 and the provisions of 
any other directive not consistent here¬ 
with. 

N. E. Halaby, 
Administrator. 

[F.R. Doc. 61-6413; Filed, July 7, 1961; 

8:46 a.m.] 


[Agency Order 19] 

DEPUTY ADMINISTRATOR FOR 
ADMINISTRATION 

Delegation of Authority 

1. Purpose. This Order provides for 
a Deputy Administrator for Administra¬ 
tion, prescribes the duties of the posi¬ 
tion, and delegates authority necessary 
to the execution of such duties. 

2. Duties. There is hereby estab¬ 
lished the position of Deputy Adminis¬ 
trator for Administration, the duties of 
which are to plan, direct, coordinate, 
and insure the adequacy of the admin¬ 
istrative management programs of the 
Agency, including the immediate direc¬ 
tion of: 

a. The Office of Management Services. 

b. The Office of Budget. 

c. The Office of Personnel and Train¬ 
ing. 

3. Authority. With respect to all 
matters affecting the administrative 
management programs of the Agency 
and in accordance with such policies, 
standards, conditions, and limitations as 
may be prescribed by the Administrator, 
the Deputy Administrator for Adminis¬ 
tration is authorized to represent and to 
exercise the authority of the Adminis¬ 
trator, except authority: 

a. To take action, authority for which 
is by law, regulation, or order reserved 
to the Administrator or the Deputy 
Administrator. 

b. To submit reports to the President 
or to the Congress. 

4. Redelegation of authority. The 
Deputy Administrator for Administra¬ 
tion may redelegate any authority con¬ 
ferred upon him by this Order to any 
employee of the Agency. Any redelega¬ 
tion heretofore made by the Assistant 
Administrator for Management Services 
or by the Assistant Administrator for 
Personnel and Training, and in effect 
as of the date of this Order, is hereby 


affirmed as constructively constituting a 
redelegation by the Deputy Adminis¬ 
trator for Administration and shall re¬ 
main in effect until revoked by him. 
Any redelegation hereafter made shall 
be in writing, and a copy shall be filed in 
the Office of Management Services. 

5. Organizational changes, a. The po¬ 
sitions of Assistant Administrator for 
Management Services and Assistant Ad¬ 
ministrator for Personnel and Training 
are abolished. 

b. The Office of Management Services, 
except as provided below, is continued, 
and the position of Director of Manage¬ 
ment Services is established. 

c. The Office of Personnel and Train¬ 
ing is continued, and the position of 
Director of Personnel and Training is 
established. 

d. The Budget Division of the Office 
of Management Services is abolished and 
reconstituted as the Office of Budget. 
The position of Director of Budget is 
established. 

e. The Compliance and Inspection 
Division of the Office of Management 
Services is abolished and reconstituted 
as the Compliance and Inspection Staff 
of the Deputy Administrator for Ad¬ 
ministration, but the Compliance and 
Inspection Officer shall continue to 
report directly to the Administrator. 

6. Effective date. This Order is effec¬ 
tive July 1, 1961, superseding Agency 
Order 63, Agency Bulletin 59-4, and the 
provisions of any other directive not 
consistent herewith. 

N. E. Halaby, 
Administrator. 

[F.R. Doc. 61-6414; Filed, July 7, 1961; 

8:47 a.m.] 


[Agency Order 20] 

DEPUTY ADMINISTRATOR FOR PLANS 
AND DEVELOPMENT 

Delegation of Authority 

1. Purpose . This Order provides for a 
Deputy Administrator for Plans and De¬ 
velopment, prescribes the duties of the 
position, and delegates authority neces¬ 
sary to the execution of such duties. 

2. Duties. There is hereby established 
the position of Deputy Administrator for 
Plans and Development, the duties of 
which are to plan, direct, coordinate, and 
insure the adequacy of Agency long- 
range planning, research, and develop¬ 
ment, including coordination of medical 
research programs of the Aviation Medi¬ 
cal Service and immediate direction of: 

a. The Office of Plans. 

b. The Aviation Research and De¬ 
velopment Service. 

3. Authority. With respect to all 
matters affecting Plans and Develop¬ 
ment, and in accordance with such 
policies, standards, conditions, and lim¬ 
itations as may be prescribed by the 
Administrator, the Deputy Administrator 
for Plans and Development is authorized 
to represent and to exercise the authority 
of the Administrator, except authority: 

a. To take actions authority for which 
is by law, regulation, or order reserved 
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to the Administrator or The Deputy 
Administrator. 

b. To submit reports to the President 
or to the Congress. 

c. To make determinations pursuant 
to sections 308 and 312 of the Federal 
Aviation Act. 

4. Redelegation of authority. The 
Deputy Administrator for Plans and De¬ 
velopment may redelegate any authority 
conferred upon him by this Order to 
any employee of the Agency. Any re¬ 
delegation heretofore made by the 
Director, Bureau of Research and De¬ 
velopment, or by the Assistant Adminis¬ 
trator for Plans, and in effect as of the 
date of this Order, is hereby affirmed as 
constructively constituting a redelega¬ 
tion of the Deputy Administrator for 
Plans and Development and shall re¬ 
main in effect until revoked by him. 
Any redelegation hereafter made shall 
be in writing and a copy shall be filed 
in the Office of Management Services. 

5. Organizational changes, a. The 
position of Assistant Administrator for 
Plans is abolished, and 

b. The Office of Plans is continued and 
the position of Director of Plans is es¬ 
tablished. 

6. Effective date. This Order is effec¬ 
tive July 1, 1961, amending Agency Or¬ 
ders 9 and 14, and provisions of any other 
directive not consistent herewith. 

N. E. Halaby, 
Administrator. 

[F.R. Doc. 61-6415; Filed, July 7, 1961; 

8:47 a.m.] 

FEDERAL COMMUNICATIONS 
COMMISSION 

[Docket No. 14129; FCC 61M-1156] 

AUDIO HOUSE, INC. (KRPM) 
Order Continuing Hearing 

In re application of The Audio House, 
Inc. (KRPM), San Jose, California, 
Docket No. 14129, File No. BPH-3256; 
for construction permit. 

The Hearing Examiner having under 
consideration a request filed June 30, 
1961, on behalf of The Audio House, Inc., 
for continuance of the prehearing con¬ 
ference and hearing, now scheduled for 
July 12, 1961 and July 27, 1961, respec¬ 
tively, to September 18, 1961 and Sep¬ 
tember 29,1961, respectively; 

It appearing that counsel for all other 
parties to the proceeding have consented 
to the requested extension, that good 
cause has been shown for a grant of the 
request, and that a grant thereof will 
conduce to the orderly dispatch of the 
Commission’s business; 

It is ordered, This 3d day of July 1961, 
that the request for continuance is 
granted, and that the prehearing con¬ 
ference now scheduled for July 12, 1961, 
and the hearing now scheduled to be 
commenced on July 27, 1961, are con¬ 
tinued to 9:00 a.m., September 18, 1961, 


and 10:00 a.m., September 29, 1961, 
respectively. 

Released: July 5,1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6421; Filed, July 7, 1961; 
8:48 a.m.] 


[Docket Nos. 14181, 14182; FCC 61-830] 

ELBERT H. DEAN ET AL. 

Order Designating Applications for 

Consolidated Hearing on Stated 

Issues 

In re applications of Elbert H. Dean 
& B. L. Golden, Lemoore, California, re¬ 
quests 1240 kc, 250 w, U, Docket No. 
14181, File No. BP-12811; Glomor Music 
Broadcasters, Inc. (KHOT), Madera, 
California, has 1250 kc, 500 w, DA, Day, 
requests 1250 kc, 1 kw, Day, Docket No. 
14182, File No. BP-14294; for construc¬ 
tion permits. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington, D.C., on the 28th day of 
June 1961; 

The Commission having under consid¬ 
eration the above-captioned and de¬ 
scribed applications; 

It appearing that, except as indicated 
by the issues specified below, each of the 
instant applicants is legally, technically, 
financially, and otherwise qualified to 
construct and operate its instant pro¬ 
posal; and 

It further appearing that the Com¬ 
mission, in a prehearing letter dated 
November 23, 1960, and incorporated 
herein by reference, notified the instant 
applicants, and any other known parties 
in interest, of the grounds and reasons 
for the Commission’s inability to make 
a finding that a grant of any one of the 
applications would serve the public in¬ 
terest, convenience, and necessity; and 
that a copy of the aforementioned letter 
is available for public inspection at the 
Commission’s offices; and 

It further appearing that the instant 
applicants filed timely replies to the 
aforementioned letter, which replies 
have not, however, entirely eliminated 
the grounds and reasons precluding a 
grant of the said applications and re¬ 
quiring an evidentiary hearing on the 
particular issues hereinafter specified; 
and 

It further appearing that after consid¬ 
eration of the foregoing and the appli¬ 
cants’ replies, the Commission is still un¬ 
able to make the statutory finding that 
a grant of the applications would serve 
the public interest, convenience, and ne¬ 
cessity; and is of the opinion that the 
applications must be designated for 
hearing in a consolidated proceeding on 
the issues specified below; 

It is ordered, That, pursuant to sec¬ 
tion 309(e) of the Communications Act 
of 1934, as amended, the instant appli¬ 
cations are designated for hearing in a 
consolidated proceeding, at a time and 


place to be specified in a subsequent Or¬ 
der, upon the following issues: 

1. To determine the areas and popu¬ 
lations which would receive primary 
service from Elbert H. Dean and B. L. 
Golden and the availability of other pri¬ 
mary service to such areas and popula¬ 
tions. 

2. To determine the areas and pop¬ 
ulations which may be expected to gain 
or lose primary service from the pro¬ 
posed operation of Station KHOT and 
the availability of other primary service 
to such areas and populations. 

3. To determine the nature and ex¬ 
tent of the interference, if any, that each 
of the instant proposals would cause to 
and receive from each other and the in¬ 
terference that each of the instant pro¬ 
posals would receive from all other 
existing standard broadcast stations, the 
areas and populations affected thereby, 
and the availability of other primary 
service to the areas and populations af¬ 
fected by interference from any of the 
instant proposals. 

4. To determine whether interference 
received from existing Class IV stations 
with 250 watts and the proposed opera¬ 
tion of KHOT would affect more than 
10 percent of the population within the 
normally protected primary service area 
of the instant proposal of Elbert H. Dean 
and B. L. Golden, in contravention of 
§ 3.28(c) (3) of the Commission rules, 
and, if so, whether circumstances exist 
which would warrant a waiver of said 
section. 

5. To determine, in the light of sec¬ 
tion 307(b) of the Communications Act 
of 1934, as amended, which of the in¬ 
stant proposals would better provide a 
fair, efficient and equitable distribution 
of radio service. 

6. To determine, in the light of the 
evidence adduced pursuant .to the fore¬ 
going issues which, if either, of the in¬ 
stant applications should be granted. 

It is further ordered. That, in the event 
of a grant of either of the instant appli¬ 
cations, the construction permit will con¬ 
tain the condition that no license will 
be issued until Station KRDU, Dinuba, 
California, is licensed on a frequency 
other than 1240 kilocycles. 

It is further ordered, That, to avail 
themselves of the opportunity to be 
heard, the applicants herein, pursuant 
to § 1.140 of the Commission rules, in 
person, or by attorney, shall, within 20 
days of the mailing of this Order, file 
with the Commission in triplicate, a 
written appearance stating an intention 
to appear on the date fixed for the hear¬ 
ing and present evidence on the issues 
specified in this Order. 

It is further ordered. That the appli¬ 
cants herein shall, pursuant to section 
311(a)(2) of the Communications Act 
of 1934, as amended, and § 1.362(b) of 
the Commission’s rules, give notice of 
the hearing, either individually or, if 
feasible, jointly, within the time and in 
the manner prescribed in such Rule, and 
shall advise the Commission of the pub¬ 
lication of such notice as required by 
§ 1.362(c) of the rules. 

It is further ordered, That, the issues 
in the above-captioned proceeding may 
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[Docket Nos. 13980, 13981; FCC 61M-1137] 

AUBREY H. ISON ET AL. 

Order Continuing Hearing 

In re applications of Aubrey H. Ison, 
James A. McCulla, and Paul C. Master- 
son, Lompoc, California, Docket No. 
13980, File No. BP-13445; Stanley R. 
Bookstein, Lompoc, California, Docket 
No. 13981, File No. BP-14420; for con¬ 
struction permits. 

The Hearing Examiner having under 
consideration the desirability for a 
continuance; 

It appearing that the hearing is sched¬ 
uled to commence on June 30 but that a 
prior understanding had been reached 
among the counsel and the Hearing Ex¬ 
aminer to have an indefinite continuance 
in the event a joint pleading was filed by 
the applicants seeking a dismissal of one 
and that such pleading has now been 
filed; 

It is ordered, This 29th day of June 
1961, that the hearing scheduled for June 
30, 1961, is continued indefinitely. 

Released: June 30,1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6425; Filed, July 7, 1961; 
8:48 a.m.] 


BP-13669; Frank K. Spain, tr/as WTWV 
Radio, Tupelo, Mississippi, Docket No. 
14136, File No. BP-14621; Lee H. Thomp¬ 
son, tr/as Pontotoc Broadcasting Com¬ 
pany, Pontotoc, Mississippi, Docket No. 
14137, File No. BP-14624; for construc¬ 
tion permits. 

1. The first prehearing conference 
was held herein on June 30, 1961. All 
applicants were represented by counsel 
except Marshall C. Parker, Sarah C. 
Parker, Beth C. Curlee, and Thomas H. 
Carter, Sr., d/b as Marshall C. and Sa¬ 
rah C. Parker, which applicant was held 
to be in default. 

2. Agreements were reached among 
the participating parties and were stated 
on the record, as reflected in the tran¬ 
script which is incorporated herein by 
reference. 

It is ordered, This 30th day of June 
1961, that these agreements shall govern 
the course of the proceeding unless 
modified by the Hearing Examiner for 
cause or by the Commission upon review 
of the Hearing Examiner’s ruling, and 
that the hearing herein, previously 
scheduled for July 25, 1961, is continued 
to September 18, 1961, at 10:00 a.m. 

Released: July 3, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 


Saturday, July 8,1961 

be enlarged by the Examiner, on his 
own motion or on petition properly filed 
by a party to the proceeding, and upon 
sufficient allegations of fact in support 
thereof, by the addition of the following 
issue: To determine whether the funds 
available to the applicant will give rea¬ 
sonable assurance that the proposals set 
forth in the application will be effec¬ 
tuated. 

Released: July 5, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[FR Doc. 61-6422; Filed, July 7, 1961; 
8:48 a.m.] 


[Docket No. 14123; FCC 61M-1140] 

HAZLEHURST RADIO 

Order Advancing Date of Hearing 

In re application of William E. Sides, 
tr/as Hazlehurst Radio, Hazlehurst, 
Georgia, Docket No. 14123, File No. BP- 
13696; for construction permit. 

On the Examiner’s own motion and 
with the consent of the parties: It is 
ordered, This 30th day of June 1961, 
that the hearing in the above-entitled 
matter presently scheduled for July 26, 
1961, be, and the same is, hereby ad¬ 
vanced to July 10, 1961 at 9:30 a.m. 

Released: July 3,1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6423; Filed, July 7, 1961; 

8:48 a.m.] 


[Docket No. 14076 etc.; FCC 61M-1149] 

KENT-RAVENNA BROADCASTING CO. 

ET AL. 

Order Scheduling Prehearing 
Conference 

In re applications of Kent-Ravenna 
Broadcasting Co., Kent, Ohio, Docket 
No. 14076, File No. BP-13749, et al., 
Docket Nos. 14077, 14078, 14079, 14080, 
14081, 14082, 14083, 14084, 14085, 14087, 
14088; for construction permits. 

The Hearing Examiner having under 
consideration “Comment by Broadcast 
Bureau on ‘Petition to Sever,’ ” filed June 
29, 1961, in the above-entitled proceed¬ 
ing; 

It is ordered. This 3d day of July 1961, 
that a prehearing conference, pursuant 
to the provisions of § 1.111 of the Com¬ 
mission’s rules, is scheduled herein for 
July 18,1961, at 10:00 a.m. 1 

Released: July 3, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

(PR. Doc. 61-6424; Filed, July 7, 1961; 

8:48 a.m.] 

^Hearing on Group II, which is presently 
^neduled for July 18, 1961, at 10:00 a.m., 
will follow immediately after the prehearing 
conference. 


[Docket Nos. 14173, 14174; FCC 61M-1157] 

LAKE ZURICH BROADCASTING CO. 
AND KENOSHA BROADCASTING, 
INC. 

Order Rescheduling Prehearing 
Conference 

In re applications of Lake Zurich 
Broadcasting Company, Kenosha, Wis¬ 
consin, Docket No. 14173, File No. BPH- 
3203; Kenosha Broadcasting, Inc., Keno¬ 
sha, Wisconsin, Docket No. 14174, File 
No. BPH-3367; for construction permits. 

It is ordered, This 5th day of July 1961, 
that prehearing conference in the above- 
entitled proceeding which is presently 
scheduled to convene at 9:00 a.m., Mon¬ 
day, July 31, 1961, is hereby rescheduled, 
on the Hearing Examiner’s own motion, 
to convene instead on Friday, July 28, 
1961 at 9:00 a.m. 

Released: July5,1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6426; Filed, July 7, 1961; 
8:48 a.m.] 

[Docket Nos. 14135-14137; FCC 61M-1147] 

MARSHALL C. AND SARAH C. PARKER 
ET AL. 

Statement and Order Following 
Prehearing Conference 

In re applications of Marshall C. 
Parker, Sarah C. Parker, Beth C. Curlee 
and Thomas H. Carter, Sr., d/b as Mar¬ 
shall C. and Sarah C. Parker, Tupelo, 
Mississippi, Docket No. 14135, File No. 


[F.R. Doc. 61-6427; Filed, July 7, 1961; 
8:48 a.m.] 


[Docket No. 14134; FCC 61M-1142] 

TORRINGTON BROADCASTING CO., 
INC. (WTOR) 

Order Continuing Hearing 

In re application of The Torrington 
Broadcasting Company, Incorporated 
(WTOR), Torrington, Connecticut, 
Docket No. 14134, File No. BP-13023; for 
construction permit. 

The Hearing Examiner having under 
consideration agreement of parties par¬ 
ticipating at prehearing conference on 
June 30, 1961, regarding date for hear¬ 
ing; 

It is ordered. This 30th day of June 
1961, that the hearing now scheduled for 
July 27, 1961 is continued to October 
9, 1961, at 10:00 a.m. 

Released: July 3, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6428; Filed, July 7, 1961; 
8:48 a.m.] 

[Docket No. 14183; FCC 61-831] 

JOHN R. POWLEY 

Order Designating Application for 
Hearing on Stated Issues 

In re application of John R. Powley, 
Houston, Texas, req. 106.7 Me, #294; 
3.69 kw; 250 ft., Docket No. 14183, File 
No. BPH-3282; for construction permit. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
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NOTICES 


Washington, D.C., on the 28th day of 
June 1961; 

The Commission having under con¬ 
sideration the above-described and cap¬ 
tioned application; 

It further appearing that the applicant 
is technically qualified except as to issue 
2 below but cannot be found to be finan¬ 
cially qualified on the basis of the infor¬ 
mation on file; that, except as indicated 
by the other issues specified below, the 
applicant is legally and otherwise qual¬ 
ified; and 

It further appearing that the Commis¬ 
sion’s letter of March 7, 1961, advised 
the applicant that the proposal to op¬ 
erate 56 hours per week with one en¬ 
gineer, one salesman, and four part-time 
announcers in addition to the applicant 
at an estimated cost of operation during 
the first year of $4,000 did not appear 
realistic and that a detailed showing in 
support of the estimate should be sub¬ 
mitted; that the applicant’s reply dated 
March 22,1961, stated that the applicant 
personally would operate the station with 
one salesman on a commission basis 
with the operating cost reduced from 
$4,000 to $1,300 per year; but that sub¬ 
stantial questions obtain as to whether 
the station can be operated as proposed 
and whether the applicant’s estimated 
cost of operation, $1,300 per year, is real¬ 
istic and, if not, whether the applicant 
has sufficient funds to construct and op¬ 
erate the proposed station; and 

It further appearing that the appli¬ 
cant proposes to perform all the func¬ 
tions of an operating staff without as¬ 
sistance; that Commission’s records do 
not indicate that the applicant is the 
holder of a radiotelephone first-class op¬ 
erator license and, therefore, it cannot 
be determined that the operation of the 
proposed station will be in compliance 
with § 3.265 of the Commission’s rules, 
which requires that the licensee of an 
FM broadcast station shall have one or 
more operators holding a radiotelephone 
first-class operator license in regular 
full-time employment; and 

It further appearing that the appli¬ 
cant proposes to make the facilities of 
the proposed station available to various 
religious groups, that an unspecified 
portion of the limited funds proposed 
for operating expenses will be used for 
“record additions”; that it is not clear 
what other sources of programming will 
be available; that paragraph 2(b) of 
Section IV of the application indicates 
that news programs will be broadcast but 
does not list news programs on the pro¬ 
posed program schedule and does not 
indicate that news material will be avail¬ 
able from either wire services or from 
local news gathering facilities; that on 
the basis of the information on file the 
precise type of character of the program 
service proposes cannot be determined; 
and 

It further appearing that after con¬ 
sideration of the foregoing, the Commis¬ 
sion is unable to make the statutory find¬ 
ing that a grant of the application 
would serve the public interest, conven¬ 
ience, and necessity; and is of the opin¬ 
ion that the application must be desig¬ 
nated for hearing on the issues specified 
below; 


It is ordered, That pursuant to section 
309(e) of the Communications Act of 
1934, as amended, the instant applica¬ 
tion is designated for hearing at a time 
and place to be specified in a subsequent 
Order, upon the following issues; 

1. To determine whether the appli¬ 
cant’s staffing plans and estimated an¬ 
nual cost of operation for the proposed 
station are realistic, and, if not, whether 
the applicant is financially qualified to 
construct and operate the proposed 
station. 

2. To determine whether the opera¬ 
tion of the proposed station will be in 
compliance with § 3.265 of the Commis¬ 
sion rules. 

3. To determine the type and char¬ 
acter of the program service which will 
be broadcast and whether the program 
service would meet the needs of the city 
sought to be served. 

4. To determine, in the light of the 
evidence adduced, pursuant to the fore¬ 
going issue, whether the instant appli¬ 
cation should be granted. 

It is further ordered, That to avail 
himself of the opportunity to be heard, 
the applicant, pursuant to § 1.140 of the 
Commission’s rules, in person or by at¬ 
torney, shall within 20 days of the 
mailing of this Order, file with the Com¬ 
mission, in triplicate, a written appear¬ 
ance stating an intention to appear on 
the date fixed for the hearing and present 
evidence on the issues specified in this 
Order. 

It is further ordered, That the appli¬ 
cant herein shall, pursuant to section 
311(a) (2) of the Communications Act of 
1934, as amended, and § 1.362(b) of the 
Commission’s rules, give notice of the 
hearing within the time and in the man¬ 
ner prescribed in such rule, and shall 
advise the Commission of the publication 
of such notice as required by § 1^.362 (c) 
of the rules. 

Released: July 5, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6429; Filed, July 7, 1961; 
8:48 a.m.] 


[Docket No. 14180; FCC 61-829] 

REGIONAL RADIO SERVICE 

Order Designating Application for 
Hearing on Stated Issues 

In re application of John Coleman, 
William R. Brown and Donald R. Wil¬ 
liams d/b as Regional Radio Service, 
Rantoul, Illinois, requests 1460 kc, 500 
w, DA-D, Class III, Docket No. 14180, 
File No. BP-13670; for construction 
permit. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington, D.C., on the 28th day of 
June 1961; 

The Commission having under consid¬ 
eration the above-captioned and de¬ 
scribed application; 

It appearing that the subject applicant 
is in all respects qualified to construct 
and operate its instant proposal, except 


as to matters involved in the issues set 
forth below; and 

It further appearing that the following 
matters are to be considered in connec¬ 
tion with the issues specified below: 

1. By “Informal Objection” and ac¬ 
companying engineering affadavit sub¬ 
mitted May 16, 1961, the licensee of 
Station WMBD, Peoria, Illinois, has ob¬ 
jected to a grant of the subject proposal. 
According to measurement data sub¬ 
mitted by WMBD, the subject proposal 
would cause adjacent channel inter¬ 
ference to WMBD affecting 12,535 per¬ 
sons within an area of 363 square miles. 

2. It cannot be determined, on the 
basis of information submitted, whether 
the subject proposal would be in contra¬ 
vention of § 3.28(c) (3) of the Commis¬ 
sion’s rules. 

It further appearing that William R. 
Brown is employed as chief engineer by 
Station WDWS, Champaign, Illinois, and 
Donald R. Williams is employed as an 
engineer at WDWS; that WDWS pro¬ 
vides service to Rantoul and the pro¬ 
posed station will serve Champaign; 
that, by the terms of the partnership 
agreement, the partners herein have 
agreed to devote full time to the business 
of the partnership; that, therefore, in 
the event of a grant of the instant appli¬ 
cation, a condition will be included in the 
construction permit requiring the ap¬ 
plicant to submit evidence that Messrs. 
Brown and Williams have severed their 
connections with WDWS; and 

It further appearing that, in view of 
the foregoing, the Commission is unable 
to make the statutory finding that a 
grant of the subject application would 
serve the public interest, convenience, 
and necessity, and is of the opinion that 
the application must be designated for 
hearing on the issues set forth below: 

It is ordered, That, pursuant to section 
309(e) of the Communications Act of 
1934, as amended, the instant application 
is designated for hearing, at a time and 
place to be specified in a subsequent 
Order, upon the following issues: 

1. To determine the areas and popu¬ 
lations which would receive primary 
service from the subject proposal and the 
availability of other primary service to 
such areas and populations. 

2. To determine whether the instant 
proposal of the subject proposal would 
cause objectionable interference to Sta¬ 
tion WMBD, Peoria, Illinois, or any other 
existing standard broadcast stations, 
and, if so, the nature and extent thereof, 
the areas and populations affected there¬ 
by, and the availability of other primary 
service to such areas and populations. 

3. To determine whether interference 
received from existing operations would 
affect more than ten percent of the popu¬ 
lation within the normally protected pri¬ 
mary service area of the instant proposal 
of Regional Radio Service in contraven¬ 
tion of § 3.28(c) (3) of the Commission’s 
rules, and, if so, whether circumstances 
exist which would warrant a waiver of 
said section. 

4. To determine, in the light of the 
evidence adduced pursuant to the fore¬ 
going issues, whether a grant of the 
instant application would serve the pub¬ 
lic interest, convenience and necessity. 
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It is further ordered. That Midwest 
Television, Inc., license of Station 
WMBD, Peoria, Illinois, is made a party 
to the proceeding. 

It is further ordered, That, in the event 
of a grant of the instant application, 
program tests will not be authorized 
until the permittee has submitted evi¬ 
dence to prove that William R. Brown 
and Donald R. Williams have severed 
their connections with Station WDWS, 
Champaign, Illinois. 

It is further ordered, That, to avail 
themselves of the opportunity to be 
heard, the applicant and the respondent, 
pursuant to § 1.140 of the Commission 
rules, in person or by attorney, shall, 
within 20 days of the mailing of this 
Order, file with the Commission in tripli¬ 
cate, a written appearance stating an 
intention to appear on the date fixed for 
the hearing and present evidence on the 
issues specified in this Order. 

It is further ordered. That the appli¬ 
cant herein shall, pursuant to section 
311(a) (2) of the Communications Act of 
1934, as amended, and § 1.362(b) of the 
Commission’s rules, give notice of the 
hearing, within the time and in the man¬ 
ner prescribed in such Rule, and shall ad¬ 
vise the Commission of the publication of 
such notice as required by § 1.362(c) of 
the rules. 

Released: July 5, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6430; Filed, July 7, 1961; 
8:49 a.m.] 


[Docket Nos. 14046, 14048; FCC61M-1136] 

TELEGRAPH HERALD (KDTH) AND 
CENTRAL WISCONSIN BROAD¬ 
CASTING, INC. (WCCN) 

Order Continuing Hearing 

In re applications of: Telegraph Her¬ 
ald (KDTH), Dubuque, Iowa, Docket No. 
14046, File No. BP-13862; Central Wis¬ 
consin Broadcasting, Inc. (WCCN), 
Neillsville, Wisconsin, Docket No. 14048, 
File No. BP-14299; for construction 
permits. 

The Hearing Examiner having under 
consideration his order continuing the 
hearing until 9:00 a.m., Monday, July 10, 
1961, in the proceeding involving the 
applications of WGRY, Inc. (WGRY), 
Docket No. 14044 and Prairie Radio Cor¬ 
poration (WPRC), Docket No. 14047; 
the fact that he previously ordered the 
severance of the above-captioned appli¬ 
cations (which had been consolidated 
originally with the applications of 
WGRY, Inc., and WPRC), but with the 
hearing on the above applications 
scheduled for the same date as the hear¬ 
ing on WGRY, Inc., and WPRC because 
the same counsel are involved; and the 
continued desirability of holding hear¬ 
ings in both proceedings on the same 
date; 

It is ordered, On the Hearing Examin¬ 
es ° Wn motion » this 29th day of June 
1961, that the hearing on the above- 
captioned applications presently sched¬ 
uled to commence at 10:00 a.m., July 6, 


1961, is hereby rescheduled to commence 
at 9:00 a.m., Monday, July 10, 1961, at 
the Commission’s offices, Washington, 
D.C.; 

It is ordered further , That the above 
applicants will be heard first, i.e., before 
commencement of the hearing on the 
applications of WGRY, Inc., and WPRC. 

Released: June 30,1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6431; Filed, July 7, 1961; 
8:49 a.m.] 


[Docket Nos. 14044, 14047; FCC 61M-11381 

WGRY, INC. (WGRY) AND PRAIRIE 
RADIO CORP. (WPRC) 

Order Continuing Hearing 

In re applications of WGRY, Inc. 
(WGRY), Gary Indiana, Docket No. 
14044, File No.-BP-13163; Prairie Radio 
Corporation (WPRC), Lincoln, Illi¬ 
nois, Docket No. 14047, File No. BP- 
14206; for construction permits. 

The Hearing Examiner having under 
consideration a petition in the above- 
entitled proceeding filed June 28, 1961, 
by applicant Prairie Radio Corporation 
(WPRC) requesting that the hearing 
now scheduled to commence at 10:00 
a.m., July 6, 1961 1 be rescheduled for 
July 10 or 11, preferably at 9:00 a.m.; 

It appearing that good cause has been 
shown, the continuance having been re¬ 
quested in order to insure proper 
compliance by petitioner with the 
publication requirements of the Com¬ 
munications Act and 47 CFR 1.362; and 
that all parties have agreed informally 
with petitioner to grant of the relief 
requested and to waiver of the Com¬ 
mission’s four-day rule; 

It is ordered, This 29th day of June 
1961, that petition of Prairie Radio Cor¬ 
poration (WPRC) for continuance of 
hearing is granted, and that the hearing 
now scheduled to commence at 10:00 
a.m., July 6, 1961, at the Commission’s 
offices, Washington, D.C., is hereby 
rescheduled to commence at 9:00 a.m., 
Monday, July 10,1961, at the same place. 

Released: June 30, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-6432; Filed, July 7, 1961; 
8:49 a.m.] 

OFFICE OF CIVIL AND DEFENSE 
MOBILIZATION 

IDAHO 

Notice of Major Disaster 

Pursuant to the authority vested in 
me by the President under Executive Or- 


1 See order issued simultaneously herewith 
re proceeding on the applications of Tele¬ 
graph Herald (KDTH) and Central Wisconsin 
Broadcasting, Inc. (WCCN), Docket Nos. 
14046 and 14048, respectively. 


der 10427 of January 16, 1953, Executive 
Order 10737 of October 29, 1957, Execu¬ 
tive Order 10773 of July 1, 1958, and Ex¬ 
ecutive Order 10782 of September 6, 
1958 (18 F.R. 407, 22 F.R. 8799, 23 F.R. 
5061, and 23 F.R. 6971); by virtue of the 
Act of September 30, 1950, entitled “An 
Act to authorize Federal assistance to 
States and local governments in major 
disasters, and for other purposes” (42 
U.S.C. 1855-1855g), as amended; and in 
furtherance of a declaration by the Pres¬ 
ident in his letter to me dated June 24, 
1961, reading in part as follows: “I 
hereby determine the damage in the 
various areas of the State of Idaho, ad¬ 
versely affected by floods beginning on 
or about May 14, 1961, to be of sufficient 
severity and magnitude to warrant dis¬ 
aster assistance by the Federal Govern¬ 
ment to supplement State and local 
efforts.” 

I do hereby determine the following 
area in the State of Idaho to have been 
adversely affected by the catastrophe 
declared a major disaster by the Presi¬ 
dent in his declaration of June 24, 1961: 

The County of: 

Boundary. 

Dated: June29, 1961. 

Lewis E. Berry, 
Acting Director. 

[F.R. Doc. 61-6420; Filed, July 7, 1961; 

8:48 a.m.] 


FEDERAL POWER COMMISSION 

[Docket No. CP61-282] 

KANSAS-NEBRASKA NATURAL GAS 
CO., INC. 

Notice of Application and Date of 
Hearing 

July 3, 1961. 

Take notice that on April 27, 1961, 
Kansas-Nebraska Natural Gas Company, 
Inc. (Applicant), Phillipsburg, Kansas, 
filed an application, as supplemented on 
June 14, 1961, in Docket No. CP61-282, 
pursuant to section 7 of the Natural Gas 
Act, for a certificate of public conveni¬ 
ence and necessary seeking authorization 
to install a 4,200 horsepower turbine 
driven centrifugal compressor unit addi¬ 
tion at its Deerfield, Kansas, compressor 
station in the Hugoton Field and to con¬ 
struct and operate approximately six 
miles of 6-inch pipeline replacing a 4- 
inch line of equal length between Big 
Springs, Nebraska, and Ovid, Colorado, 
all as more fully set forth in the applica¬ 
tion, as supplemented, on file with the 
Commission and open to public in¬ 
spection. 

Applicant states that the wellhead 
pressure in the Hugoton Field has de¬ 
clined to the point that the line pressure 
at the intake of the Deerfield compressor 
plant is around 220 psig. 1 At present 
the station has 6,000 horsepower in¬ 
stalled including four 450 horsepower 
compressors that are 40 years old. The 
proposed installation of an additional 


1 Approximately 70 percent of Applicant’s 
firm transmission peak requirements are sup¬ 
plied from the Hugoton Field. 
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4,200 horsepower unit is considerably 
more than is needed to provide the gas 
requirements for the 1961-62 peak day; 
however, Applicant states that it cannot 
place full reliance on the four 40 year 
old units, and, hence, desire standby 
units in the station. Furthermore, Ap¬ 
plicant states that it is impossible to 
buy a small-size gas fired turbine driven 
centrifugal compressor and that the ini¬ 
tial cost of the smallest units available 
is only slightly more than the cost of a 
conventional 2,500 horsepower gas en¬ 
gine driven reciprocating compressor. 

Applicant recites that the proposed 
construction at Deerfield is not related 
to or dependent on the existence or non¬ 
existence of the sale or exchange of gas 
by and with Northern Natural Gas Com¬ 
pany as proposed in Docket Nos. CP61- 
275 and CP61-273. 

Applicant proposes to construct six 
miles of 6-inch pipeline replacing a 4- 
inch line extending from the Big Springs 
and Chappell gas fields and carrying gas 
to the towns of Chappell, Nebraska, and 
Ovid and Julesburg, Colorado. Applicant 
states that the pressure in the Big 
Springs and Chappell fields has declined 
to the point where the wells will not 
produce much gas against the peak op¬ 
erating pressure of 450-475 psig required 
on this part of the system with the exist¬ 
ing 4-inch line. The application indi¬ 
cates that the proposed 6-inch line will 


reduce the operating pressure of the 
lateral line so that more gas can be de¬ 
livered from the wells in the Big Springs 
and Chappell fields. 

The total estimated cost of the con¬ 
struction and replacement is $591,000, 
which cost will be defrayed from cash 
working funds. 

This matter is one that should be dis¬ 
posed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by section 7 
and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on August 
2, 1961, at 9:30 a.m., e.d.s.t., in a Hear¬ 
ing Room of the Federal Power Commis¬ 
sion, 441 G Street NW., Washington, 
D.C., concerning the matters involved in 
and the issues presented by such applica¬ 
tion: Provided, however, That the Com¬ 
mission may, after a non-contested hear¬ 
ing, dispose of the proceedings pursuant 
to the provisions of § 1.30(c) (1) or (2) 
of the Commission’s rules of practice and 
procedure. Under the procedure herein 
provided for, unless otherwise advised, 
it will be unnecessary for Applicant to 
appear or be represented at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 


sion, Washington 25, D.C., in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before July 
24, 1961. Failure of any party to appear 
at and participate in the hearing shall 
be construed as waiver of and concur¬ 
rence in omission herein of the inter¬ 
mediate decision procedure in cases 
where a request therefore is made. 

Michael J. Farrell, 
Acting Secretary. 

[F.R. Doc. 61-6402; Filed, July 7, 1961; 

8:45 a.m.] 


[Docket Nos. RI61-554—RI61-559] 

J. M. HUBER CORP. ET AL. 

Order Providing for Hearings on and 
Suspension of Proposed Changes 
in Rates 1 

July 3,1961. 

J. M. Huber Corporation, Docket No. 
RI61-554; Shoreline Exploration, Inc., 
Docket No. RI61-557; George Parker & 
Charles L. McCune, Docket No. RI61- 
558; Socony Mobil Oil Co., Inc., Docket 
No. RI61-559. 

The above-named Respondents have 
tendered for filing proposed changes in 
presently-effective rate schedules for 
sales of natural gas subject to the juris¬ 
diction of the Commission. The pro¬ 
posed changes are designated as follows: 


Docket 

No. 

Respondent 

Rate 

sched¬ 

ule 

No. 

Supple¬ 

ment 

No. 

RI61-554... 

J. M. Huber Corp., 
2401 East Second 
Avenue, Denver 6, 
Colo. 

19 

1 

RI61-557— 

Shoreline Explora¬ 
tion, Inc., 1203 Beck 
Building, Shreve¬ 
port, La. 

2 

1 

RI61-558... 

George Parker & 
Charles L. Mc¬ 
Cune, c/o George 
Parker, Jr., at¬ 
torney, 2300 Alamo 
National Building, 
San Antonio 5, Tex. 

1 

1 

RI61-559... 

Socony Mobil Oil 

Co., Inc., P.O. Box 
900, Dallas 21, Tex. 

147 

148 
185 

27 

29 

1 


Purchaser and producing area 


Natural Gas Pipe Line Co. of America, 
W. Beaver Panhandle Field, Beaver 
County, Okla. 

United Gas Pipe Line Co., Gibson 
Field, Terrebonne Parish, La. 


Natural Gas Pipe Line Co. of America, 
Beaver County, Okla. 


Warren Petroleum Corp., Panhandle 
Field, Wheeler County, Tex. 

.do.. 


Natural Gas Pipe Line Co. of America, 
Quinduno Field, Roberts County, 
Tex. 


Amount 
of annual 
increase 

Date 

filing 

tendered 

Effective 

date 

unless 

sus¬ 

pended 

Date sus- 
pended 
until— 

Cents per Mcf 

Rate In 
effect sub¬ 
ject to 
refund in 
docket 
Nos. 

Rate in 
effect 

Proposed 

increased 

rate 

$267 

6- 7-61 

i 7-12-61 

12-12-61 

*15.5 

16.5 


3,294 

6- 8-61 

i 7- 9-61 

12- 9-61 

4 20.25 

23.3 


163 

6- 7-61 

* 7- 8-61 

12- 8-61 

*16.8 

17.0 


28 

6-12-61 

i 7-17-61 

12-17-61 

»11.553 

11.6292 

RI61-349 

12 

6-12-61 

i 7-17-61 

12-17-61 

* 11.553 

11.6292 

RI61-349 

581 

6-12-61 

»7-18-61 

12-18-61 

*12.0 

13.0 



i The stated effective date is that proposed by respondent. 

* The stated effective date is the first day after expiration of the required statutory 
notice. 


* The pressure base is 14, 
« The pressure base is 15, 


The increased rates and charges so 
proposed may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 

The Commission finds: It is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Com¬ 
mission enter upon hearings concerning 
the lawfulness of the several proposed 
changes and that the above-designated 
supplements be suspended and the use 
thereof deferred as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission’s rules of 


practice and procedure, and the regula¬ 
tions under the Natural Gas Act (18 CFR 
Ch. I), public hearings shall be held upon 
the dates to be fixed by notice from the 
Secretary concerning the lawfulness of 
the several proposed changes and that 
the above-designated supplements be 
suspended and the use thereof deferred 
as hereinafter ordered. 

(B) Pending hearing and decision 
thereon, each of the above-designated 
supplements is hereby suspended and 
the use thereof deferred until the date 
indicated in the above “Date Suspended 
Until” column, and thereafter until such 
further time as it is made effective in 


,65 psia. 

.025 psia. 

the manner prescribed by the Natural 
Cras Act 

(C) Neither the supplements hereby 
suspended, nor the rate schedules sought 
to be altered thereby, shall be changed 
until these proceedings have been dis¬ 
posed of or until the periods of suspen¬ 
sion have expired, unless otherwise or¬ 
dered by the Commission. 

(D) Notices of intervention or peti¬ 
tions to intervene may be filed with the 
Federal Power Commission, Washington 


1 This order does not provide for the con¬ 
solidation for hearing or disposition of the 
several matters covered herein, nor should 
it be so construed. 





























Saturday, July 8,1961 

25 D.C., in accordance with the rules 
of’practice and procedure (18 CFR 1.8 
and 1.37(f)) on or before August 25, 
1961. 

By the Commission. 

[seal] Michael J. Farrell, 

Acting Secretary. 

fP.R. Doc. 61-6401; Filed, July 7, 1961; 

8:45 a.m.] 

[Docket Nos. RI61-555, RI61-556] 

SUN OIL CO. ET AL. 

Order Providing for Hearings on and 

Suspension of Proposed Changes 

in Rates and Allowing Rates To 

Become Effective Subject To Refund * 1 

July 3, 1961. 

Sun Oil Company, Docket No. RI61- 
555; Sun Oil Company (Operator), et al., 
Docket No. RI61-556. 

On June 7, 1961, Sun Oil Company 

(Sun) 2 and Sun Oil Company (Opera¬ 
tor), et al (Sun) 2 tendered for filing 
proposed changes in presently effective 
rate schedules for sales of natural gas 
subject to the jurisdiction of the Com¬ 
mission. The proposed changes, repre¬ 
senting decreases in rates to El Paso 
Natural Gas Company involve sales from 
Levelland Field, Hockley County, Texas, 
and Jameson Field, Coke County, Texas, 
and are designated Supplement No. 7 to 
Sun Oil Company’s FPC Gas Rate Sched¬ 
ule No. 1, and Supplement No. 6 to Sun 
Oil Company (Operator), et al.’s FPC 
Gas Rate Schedule No. 80, respectively. 
The decreases are from 18.0452 cents 3 to 
17.0427 cents per Mcf at a pressure base 
of 14.65 psia, and reflect a total annual 
decrease of $459 for Rate Schedule No. 1 
and $28,815 for Rate Schedule No. 2. 

The effective date of July 8, 1961, is 
the first day after expiration of the re¬ 
quired statutory notice. The proposed 
rates, based on a renegotiated rate, ex¬ 
ceed the price for the area under the 
Commission’s Statement of General 
Policy No. 61-1, and may be unjust, un¬ 
reasonable, unduly discriminatory, or 
preferential, or otherwise unlawful. 

The Commission finds: It is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Com¬ 
mission enter upon hearings concern¬ 
ing the lawfulness of the several pro¬ 
posed changes and that the above-des¬ 
ignated supplements be suspended and 
the use thereof deferred as hereinafter 
ordered. 

The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission’s rules 


^his order does not provide for the con¬ 
solidation for hearing or disposition of the 
several matters covered herein nor should 
u be so construed. 

I i 608 Walnut Street, Philadelphia 3, Pa. 

“Sun Oil Co.’s present rate is in effect sub¬ 
ject to refund in Docket No. RI60-123 and 

un Oil Co. (Operator) et al.'s present rate 
^effect subject to refund in Docket No. 
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of practice and procedure, and the regu¬ 
lations under the Natural Gas Act (18 
CFR Ch. I), public hearings shall be held 
upon the dates to be fixed by notice from 
the Secretary concerning the lawfulness 
of the several proposed changes and that 
the above-designated supplements be 
suspended and the use thereof deferred 
as hereinafter ordered. 

(B) Pending hearing and decision 
thereon, each of the above-designated 
supplements is hereby suspended and the 
use thereof deferred until July 9, 1961, 
and thereafter until such further time 
as it is made effective in the manner 
prescribed by the Natural Gas Act, Pro - 
vided, however, That within 20 days from 
the date of the issuance of this order, 
Sun shall execute and file in the respec¬ 
tive proceeding an agreement and un¬ 
dertaking to comply with the refunding 
and reporting procedures required by the 
Natural Gas Act and § 154.102 of the 
regulations thereunder, accompanied by 
a certificate showing service of copies 
thereof upon all purchasers under the 
rate schedule involved. Unless Sun is 
advised to the contrary within 15 days 
after the filing of such agreement and 
undertaking, the agreement and under¬ 
taking shall be deemed to have been ac¬ 
cepted. 

(C) Neither the rate schedules hereby 
suspended, nor the rate schedules sought 
to be altered thereby, shall be changed 
until these proceedings have been dis¬ 
posed of or until the periods of suspen¬ 
sion have expired, unless otherwise or¬ 
dered by the Commission. 

(D) Notices of intervention or peti¬ 
tions to intervene may be filed with the 
Federal Power Commission, Washington 
25, D.C., in accordance with the rules of 
practice and procedure (18 CFR 1.8 and 
1.37(f)) on or before August 25, 1961. 

By the Commission. 

Michael J. Farrell, 
Acting Secretary. 

[F.R. Doc. 61-6403; Filed, July 7, 1961; 

8:46 a.m.] 

SECURITIES AND EXCHANGE 
COMMISSION 

[File No. 812-1360] 

DEVONSHIRE STREET FUND, INC. 

Notice of Filing of Application 

June 30,1961. 

Notice is hereby given that Devonshire 
Street Fund, Inc., Boston, Mass., a Mas¬ 
sachusetts corporation and a manage¬ 
ment open-end investment company reg¬ 
istered under the Investment Company 
Act of 1940 (“Act”), has filed an appli¬ 
cation, with amendments, pursuant to 
sections 6(c) and 17(b) of the Act for 
an order of the Commission exempting 
from the provisions of section 17(a) of 
the Act the proposed transactions here¬ 
inafter described. 

Applicant, a newly formed company, 
has filed a registration statement under 
the Securities Act of 1933, under which 
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it has offered to interested persons re¬ 
ferred to as “Depositors” an opportunity 
to participate in a simultaneous tax-free 
exchange of securities owned by them 
having a market value of not less than 
$15,000 for shares of Applicant. During 
the period prior to the exchange, deposits 
will be held by a bank for the individual 
accounts of the Depositors. Solicitations 
terminated on June 12, 1961, and Appli¬ 
cant is sending a special report to the 
Depositors, dated June 23, 1961, listing 
securities deposited, stating their cur¬ 
rent market values and estimated Federal 
tax bases. The report discloses that se¬ 
curities with a tax basis of $7,376,904 
and a market value, as of June 8, 1961, of 
$92,571,514 were deposited by 810 De¬ 
positors. The Depositors may withdraw 
any or all of their deposited securities at 
any time prior to the close of business 
on July 13, 1961. Applicant may reject 
securities on deposit at any time prior 
to, and for a period of up to 10 days after 
the period during which the Depositor 
may withdraw. Thereafter, the Deposi¬ 
tor has 10 days after the receipt of any 
notice of rejection to withdraw any or 
all of his deposited securities. Upon the 
expiration of the above-described peri¬ 
ods for withdrawal, and provided that 
the market value of the remaining de¬ 
posited securities aggregates at least 
$10,000,000, the exchange of shares of the 
Applicant for the deposited securities 
will be consummated within 10 days 
thereafter on such date as the Applicant 
may determine, without further action 
by the Depositors. It is anticipated by 
Applicant that the exchange of deposited 
securities for shares of the Applicant will 
be consummated as of a date between 
July 25 and July 31,1961. 

All Depositors are required to repre¬ 
sent in writing that at the time of the 
receipt of the shares of Applicant they 
will be acquiring such shares without 
any intention of distributing them in a 
public offering. The deposited securities 
will be valued at current market value 
as of the close of business on the last 
business day prior to the exchange, and 
shares of the Applicant will be issued 
to each Depositor on the basis of a per 
share valuation of $12.50 for Applicant's 
shares, after deducting from the value 
of the deposited securities a sales charge 
varying from 4 percent to 1.25 percent 
depending on the value thereof. 

Since the exchange will be tax-free to 
the Depositors, Applicant will have the 
same tax basis as the Depositors had 
for the securities acquired from them. 
Applicant has undertaken, as a condition 
to the requested exemptive order, not to 
make subsequent public offerings of its 
shares without the approval of the Com¬ 
mission except through plans for rein¬ 
vestment of income and capital gain 
dividends by its shareholders. 

Section 17(a) of the Act, with certain 
exceptions not here relevant, prohibits 
the sale of securities or other property 
to a registered investment company by 
promoters or affiliated persons of such 
company, or by affiliated persons of such 
promoters or affiliated persons. Section 
2(a) (3) of the Act, among other things, 
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states that an affiliated person of an¬ 
other person means any officer or 
director of such other person. 

Applicant intends to accept for in¬ 
clusion in its portfolio, subject to the 
granting by the Commission of the order 


One other deposit of the common 
stock of Continental Casualty Company 
has been received consisting of 104 
shares of said stock. Applicant intends 
to accept said deposit. No other deposits 
of the above-described securities have 
been received. 

The proposed transactions described 
above involving the three directors of 
Applicant who have deposited securities 
would be prohibited by said section 17(a) 
unless the Commission issues an order 
exempting such transactions from the 
provisions thereof. Under section 17(b) 
of the Act, the Commission shall grant 
an exemption from the prohibitions of 
section 17(a) if it finds that the terms 
of the proposed transactions are reason¬ 
able and fair and do not involve over¬ 
reaching on the part of any person con¬ 
cerned; that the proposed transactions 
are consistent with the policy of the 
registered investment company con¬ 
cerned, as recited in its registration 
statement and reports filed under the 
Act, and with the general purposes of the 
Act. Section 6(c) of the Act authorizes 
the Commission, by order upon applica¬ 
tion, to exempt, conditionally or uncon¬ 
ditionally, any transaction or any class 
of transactions from any provisions of 
the Act or of any rule or regulation 
thereunder, if and to the extent that 
such exemption is necessary or appropri¬ 
ate in the public interest and consistent 
with the protection of investors and the 
purposes fairly intended by the policy 
and provisions of the Act. 

In support of its application, Applicant 
states that the proposed transactions 
between Applicant and the aforemen¬ 
tioned persons will be treated on the 
same basis as the transactions between 
Applicant and any other Depositor whose 
securities are accepted by Applicant; 
that the securities proposed to be ac¬ 
cepted in said transactions conform to 
Applicant’s investment objective and 
policies; and that in no case has Appli¬ 
cant rejected securities of the same 
issuers as those described above, which 
were deposited by other than such 
persons. 

Notice is further given that any inter¬ 
ested person may, not later than July 14, 
1961, at 5:30 p.m., submit to the Com¬ 
mission in writing a request for a hear¬ 
ing on the matter accompanied by a 
statement as to the nature of his interest, 
the reason for such request and the 
issues, if any, of fact or law proposed to 
be controverted, or he may request that 
he be notified if the Commission should 
order a hearing thereon. Any such corn- 


requested, certain securities deposited by 
three of its directors. The names of 
such Depositors and the amounts, is¬ 
suers, Federal tax bases and market 
values of their deposited securities are 
as follows: 


munication should be addressed: Secre¬ 
tary, Securities and Exchange Commis¬ 
sion, Washington 25, D.C. At any time 
after said date, as provided by Rule 0-5 
of the rules and regulations promulgated 
under the Act, an order disposing of the 
application herein may be issued by the 
Commission upon the basis of the show¬ 
ing contained in said application, unless 
an order for hearing upon said applica¬ 
tion shall be issued upon request or upon 
the Commission’s own motion. 

By the Commission. 

[SEAL] ORVAL L. DUBOIS, 

Secretary. 

[F.R. Doc. 61-6405; Filed, July 7, 1961; 

8:46 a.m.] 


[File No. 812-1372] 

INTERNATIONAL BANK 

Notice of and Order for Hearing on 
Application 

June 30,1961. 

Notice is hereby given that Interna¬ 
tional Bank, Washington, D.C., a corpo¬ 
ration organized and existing under 
the laws of the State of Arizona, hav¬ 
ing its principal offices and place of 
business in Washington, D.C., has filed 
an application pursuant to section 3(b) 
(2) of the Investment Company Act of 
1940 (“Act”) for an order of the Com¬ 
mission declaring that it is primarily 
engaged in a business or businesses other 
than that of investing, reinvesting, own¬ 
ing, holding or trading in securities, 
either directly, through majority-owned 
subsidiaries, or through controlled com¬ 
panies conducting similar types of busi¬ 
ness. International Bank has also filed 
an amendment to said application pur¬ 
suant to section 6(c) for an order of the 
Commission temporarily exempting it 
from section 7 of the Act, as more fully 
described hereinafter. All interested 
persons are referred to the application on 
file with the Commission for a complete 
statement thereof. 

Section 3(a)(1) of the Act defines as 
an investment company an issuer which 
is or holds itself out as being engaged 
primarily, or proposes to engage pri¬ 
marily, in the business of investing, re¬ 
investing, or trading in securities. Sec¬ 
tion 3(a)(3) of the Act defines as an 
investment company an issuer which is 
engaged or proposes to engage in the 
business of investing, reinvesting, own¬ 
ing, holding, or trading in securities, and 
owns or proposes to acquire investment 


securities having a value exceeding 40 
per centum of the value of such issuer’s 
total assets (exclusive of Government 
securities and cash items) on an uncon¬ 
solidated basis. For purposes of section 
3(a) (3), “investment securities” includes 
all securities except Government securi¬ 
ties, securities issued by employees’ 
securities companies, and securities 
issued by majority-owned subsidiaries of 
the owner which are not investment 
companies. 

International Bank asserts that it is 
not an investment company within the 
meaning of section 3(a)(3) of the Act. 
Unaudited financial statements on a val¬ 
uation basis as of December 31, i960, 
filed by International Bank as an exhibit 
to its application, indicate its total assets 
to be $15,542,785, of which $20,276 con¬ 
sist of cash. Among the assets therein 
listed which are “investment securities” 
for purposes of section 3(a)(3) are 
$2,017,650 in the securities of Financial 
General Corporation, $2,738,147 in the 
securities of Iowa Interests Corporation 
(a 50 percent-owned subsidiary which is 
a registered investment company under 
the Act), an additional $18,667 in notes 
and accounts receivable from Iowa In¬ 
terests Corporation, and a $123,500 long¬ 
term note receivable. In addition, In¬ 
ternational Bank values at $3,570,408 in 
such statements its 100 percent equity 
ownership of Officers Finance Plan, Inc., 
and holds notes and accounts receivable 
from that corporation valued at $1,366,- 
236. Officers Finance Plan, Inc., accord¬ 
ing to such statements, in turn owns se¬ 
curities of Financial General Corpora¬ 
tion valued at $2,529,975, and securities 
of The Equity Corporation (a registered 
investment company under the Act) 
value at $942,620; the remainder of its 
assets consists of $704,332 in cash and 
$3,764,886 in other assets, and it may 
therefore be an investment company 
within the meaning of section 3(a)(3). 
If Officers Finance Plan, Inc., be deemed 
an investment company, the total in¬ 
vestment securities of International 
Bank would aggregate $9,834,608, or ap¬ 
proximately 63 percent of its total assets 
exclusive of cash. 

International Bank states that it is 
presently engaged in the following pri¬ 
mary activities: personal small loan 
business (through Officers Finance Plan, 
Inc., a wholly-owned subsidiary); regis¬ 
tration of ships, servicing of corpora¬ 
tions, and commercial banking in the 
Republic of Liberia (through the Inter¬ 
national Trust Company of Liberia, a 
majority-owned subsidiary); life, fire, 
and casualty insurance (through work¬ 
ing control of Financial General Corpo¬ 
ration and Iowa Interests Corporation); 
banking (through working control of 
Financial General Corporation); real 
estate development (through Interna¬ 
tional Land Corporation, a wholly-owned 
subsidiary); and manufacturing ply¬ 
wood and textiles (through working con¬ 
trol of Financial General Corporation 
which, in turn, controls Atlas General 
Industries, Inc.). 

International Bank further states that 
it is presently engaged in the following 
secondary activities: automobile and in¬ 
surance premium financing (through 
First Insurance Finance Company, a 
wholly-owned subsidiary); servicing au- 


Name of director 

Number of shares deposited 

Issuer 

Federal 
tax basis 1 

Estimated 
market 
value 2 

Don O. Mitchell. 

Charles C. Cabot. 

Melvin H. Baker_ 

6,000 A ordinary shares. 

25 000 ordinary shares 

Thorn Electrical Industries, Inc... 
_do . . .... 

$14,623 
50,421 
1,342 

3 7,964 

$43,500 

200,000 

19,800 

63,050 

200 shares common stock- 

2,600 shares common stock.. 

Continental Casualty Co.. 

Strategic Materials Corp. 


1 As furnished by depositor. 

2 As of close of business on June 8,1961. , 

* 1,000 of these shares have a Federal tax basis of $2.78 per share and 1,600 have a Federal tax basis of $3.24 per share. 
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tomobile paper of commercial banks on a 
banker-dealer plan (through American 
Installment Credit Corporation, con¬ 
trolled through Financial General Corpo¬ 
ration) ; international trade paper fi¬ 
nancing (on its own account, and through 
International of Washington, Inc., a 
wholly-owned subsidiary); export-im¬ 
port activities (through Aeon Interna¬ 
tional Corporation, a wholly-owned sub¬ 
sidiary) ; steamship line, agricultural 
and construction equipment leasing 
(through Caribbean Corporation, a ma¬ 
jority-owned subsidiary); and financing 
of aircraft equipment parts leasing and 
participation in an urban renewal pro¬ 
gram (through Intermediate Credit Cor¬ 
poration, controlled through Financial 
General Corporation). 

Iowa Interests Corporation, 50 percent 
of whose outstanding common stock is 
owned by International Bank, has filed 
an application under section 17(b) of the 
Act for an order of the Commission ex¬ 
empting a proposed consolidation with 
International Bank from the provisions 
of section 17(a) of the Act (File No. 812- 
1402). It is presently contemplated that 
this latter application will be considered 
separately from the instant application. 

Section 3(b)(2) of the Act provides 
that, notwithstanding section 3(a)(3), 
the term “investment company” does not 
include an issuer which the Commission 
finds and by order declares to be pri¬ 
marily engaged in a business or busi¬ 
nesses other than that of investing, re¬ 
investing, owning, holding, or trading in 
securities either directly or through ma¬ 
jority-owned subsidiaries or through 
controlled companies conducting similar 
types of businesses. The instant appli¬ 
cation was filed by International Bank 
on December 16, 1960. Section 3(b) (2) 
further provides that the filing of an ap¬ 
plication thereunder shall exempt the 
applicant for a period of sixty days from 
all provisions of the Act applicable to 
investment companies as such. It also 
provides that for cause shown the Com¬ 
mission by order may* extend such 
period of exemption. 

Section 7 of the Act, generally speak¬ 
ing, prohibits an investment company 
which has not registered under section 8 
from engaging, directly or indirectly, in 
various activities, including inter alia 
the sale or purchase of securities by use 
of the mails or any means or instrumen¬ 
tality of interstate commerce, engage¬ 
ment in any business in interstate com¬ 
merce, or control of any company so en¬ 
gaged. International Bank has not reg¬ 
istered as an investment company under 
section 8 of the Act, and it has filed an 
amendment to the instant application 
for an order of the Commission pursuant 
to section 6(c) exempting it from section 
7 until the Commission’s determination 
of its status under section 3(b) (2). 

Section 6(c) of the Act authorizes the 
Commission, by order upon application, 
to exempt conditionally or uncondi- 
tionally any person from any provisions 
oi the Act, if and to the extent that such 
exemption is necessary or appropriate in 
he public interest and consistent with 
the protection of investors and the pur¬ 
poses fairly intended by the policy and 
Provisions of the Act. Section 6(e) of 
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the Act provides that if, in connection 
with any order exempting any invest¬ 
ment company from any provision of 
section 7, the Commission deems it nec¬ 
essary or appropriate in the public in¬ 
terest or for the protection of investors 
that certain specified provisions of the 
Act pertaining to registered investment 
companies shall be applicable in respect 
of such company, the provisions so speci¬ 
fied shall apply to such company, and to 
other persons in their transactions and 
relations with such company, as though 
such company were a registered invest¬ 
ment company. 

International Bank, in requesting a 
Commission order temporarily exempt¬ 
ing it from section 7 as hereinabove 
described, has consented that it be ac¬ 
companied by a further order of the 
Commission pursuant to section 6(e) of 
the Act providing that International 
Bank and other persons in their trans¬ 
actions and relations with it be subject 
to all other provisions of the Act and 
the respective rules and regulations 
promulgated under each of such pro¬ 
visions as though International Bank 
were a registered investment company 
except section 8(b), section 30(a), sec¬ 
tion 30(b), section 30(d), and section 
32(a), and the rules and regulations 
thereunder. 

Notice is further given that, in re¬ 
spect of the amendment requesting an 
order of temporary exemption, any in¬ 
terested person may, not later than the 
19th day of July, 1961 at 5:30 p.m., sub¬ 
mit to the Commission in writing a 
request for a hearing on the matter ac¬ 
companied by a statement as to the na¬ 
ture of his interest, the reasons for such 
request, and the issues of fact or law pro¬ 
posed to be controverted, or he may re¬ 
quest that he be notified if the Commis¬ 
sion should order a hearing thereon. 
Any such communication should be ad¬ 
dressed: Secretary, Securities and Ex¬ 
change Commission, Washington 25, 
D.C. At any time after said date, as 
provided by Rule 0^5 of the rules and 
regulations promulgated under the Act, 
an order disposing of the application 
herein insofar as it relates to said re¬ 
quested exemption may be issued by the 
Commission upon the basis of the show¬ 
ing contained in said application, unless 
an order for hearing thereon shall be 
issued upon request or upon the Commis¬ 
sion’s own motion. 

It appearing to the Commission that 
it is appropriate in the public interest 
and in the interest of investors that a 
hearing to held with respect to the ap¬ 
plication pursuant to section 3(b)(2) 
of the Act: 

It is ordered, Pursuant to section 40(a) 
of the Act, that a hearing on the afore¬ 
said application under the applicable 
provisions of the Act and of the rules of 
the Commission thereunder be held on 
the 24th day of July, 1961 at 10:00 a.m., 
in the offices of the Securities and Ex¬ 
change Commission, 425 Second Street 
NW., Washington 25, D.C. At such time 
the Hearing Room Clerk will advise as 
to the room in which such hearing will 
be held. Any person desiring to be 
heard or otherwise wishing to partici¬ 
pate in this proceeding is directed to 
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file with the Secretary of the Commis¬ 
sion his application as provided by Rule 
9(c) of the Commission’s rules of prac¬ 
tice, on or before the date provided in 
the rule, setting forth any issues of law 
or fact which he desires to controvert 
or any additional issues which he deems 
raised by this Notice and Order or by 
such application. 

It is further ordered. That William W. 
Swift, or any officer or officers of the 
Commission, designated by it for that 
purpose, shall preside at said hearing. 
The officer so designated is hereby au¬ 
thorized to exercise all the powers 
granted to the Commission under sec¬ 
tions 41 and 42(b) of the Investment 
Company Act of 1940 and to a hearing 
officer under the Commission’s rules of 
practice. 

The Division of Corporate Regulation 
having advised the Commission that it 
has made a preliminary examination of 
the application, and that upon the basis 
thereof the following matters and ques¬ 
tions are presented for consideration, 
without prejudice to its specifying addi¬ 
tional matters and questions upon 
further examination: (1) Whether In¬ 
ternational Bank is an investment com¬ 
pany within the meaning of section 
3(a) (3) of the Investment Company Act 
of 1940; and (2) Whether International 
Bank is primarily engaged in a business 
or businesses other than that of invest¬ 
ing, reinvesting, owning, holding, or 
trading in securities either directly or 
through majority-owned subsidiaries or 
through controlled companies conduct¬ 
ing similar types of businesses; 

It is further ordered. That at the 
aforesaid hearing attention be given to 
the foregoing matters and questions. 

It is further ordered. That the Secre¬ 
tary of the Commission shall give notice 
of the aforesaid hearing by mailing a 
copy of this Notice and Order by regis¬ 
tered mail to International Bank, and 
that notice to all other persons be given 
by publication of this Notice and Order 
in the Federal Register, and that a gen¬ 
eral release of this Commission in re¬ 
spect of this Notice and Order be dis¬ 
tributed to the press and mailed to the 
mailing list for releases. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 61-6406; Filed, July 7, 1961; 

8:46 a.m.] 


[File No. 70-3975] 

MIDLAND ENTERPRISES INC., AND 
S. H. SCHEUER AND ASSOCIATES 
Notice of Filing of Application for Ap¬ 
proval of Acquisition of Common 
Stock of Holding Company 

June 30, 1961. 

Notice is hereby given that Midland 
Enterprises Inc., a New York corpora¬ 
tion (“Midland”), and S. H. Scheuer, 
principal stockholder of Midland, on be¬ 
half of himself, his spouse Helen R. 
Scheuer, the S. H. and Helen R. Scheuer 
Family Foundation, Inc., a non-profit 
corporation, and as Trustee of certain 
trusts of which members of his family 
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NOTICES 


are beneficiaries (“Scheuer”), have filed 
with this Commission a joint application 
pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”). The 
application designates sections 2(a)(7), 
9 and 10 of the Act as applicable to the 
proposed transactions. 

All interested persons are referred to 
the joint application, on file at the office 
of the Commission, for a statement of 
the proposed transactions, which are 
summarized as follows: 

Midland is engaged principally in 
owning towboats and barges leased to 
and operated by its wholly owned subsid¬ 
iary company, The Ohio River Com¬ 
pany (“ORCO”), a West Virginia corpo¬ 
ration and a Class A common carrier 
which operates as a water carrier prin¬ 
cipally on the Ohio and Mississippi 
Rivers and the Illinois Waterway. Mid¬ 
land and ORCO own and operate trans- 
poration facilities, consisting of tow¬ 
boats, floating drydock and harbor 
equipment, barge terminals, and related 
facilities. About 65 percent of the fleet 
was acquired since 1954 for a total ex¬ 
penditure of some $27,000,000. In addi¬ 
tion to physical property and the stock 
of ORCO, Midland owns all of the out¬ 
standing stock of three minor non-utility 
companies, cash in the amount of ap¬ 
proximately $2,057,196, marketable se¬ 
curities having a market value of 
approximately $2,008,699, and other cur¬ 
rent assets of about $1,789,800. 

The consolidated revenues of Midland 
and its subsidiary companies for 1960 
aggregated $16,077,000, and the con¬ 
solidated net income for the year 
amounted to $1,543,000. 

Pursuant to an agreement, dated June 
1, 1961, between Midland and Eastern 
Gas and Fuel Associates (“Eastern”), 
Midland will convey and transfer, sub¬ 
ject to substantially all of its debts and 
liabilities, substantially all of # its and 
ORCO’s assets to a newly organized 
wholly owned subsidiary company of 
Eastern, a non-affiliate company. East¬ 
ern, which is engaged in various enter¬ 
prises, including the mining, transporta¬ 
tion and sale of bituminous coal, coke 
plants, bulk and worldwide cargo ships, 
towboats, and a gas utility company 
serving Boston, Massachusetts, is ex¬ 
empt as a holding company from the 
provisions of the Act by order issued 
pursuant to section 3(a)(1) of the Act 
(Holding Company Act Release No. 
12807, February 20, 1955). 

In exchange for the assets to be trans¬ 
ferred, Midland is to receive 494,500 
shares of Eastern's authorized but un¬ 
issued $10 par value common stock, hav¬ 
ing a value for the purpose of the ex¬ 
change of approximately $20,000,000 
based upon the market price thereof on 
June 1, 1961. The application states 
that the exchange price was fixed by 
arm’s-length negotiations, and is the 
equivalent of l l U shares of Eastern to 
1 share of Midland which ratio was de¬ 
termined after considering the past and 
prospective earnings of the two com¬ 
panies, their market prices past and 
present, and other relevant factors. In 
addition, Eastern is to grant to certain 
employees of ORCO the option to pur¬ 
chase an aggregate of 13,500 shares of 
Eastern’s common stock at a price of 


about $30.97 per share in substitution of 
options granted to them by Midland on 
March 10,1961, to purchase an aggregate 
of 10,800 shares of Midland’s common 
stock at about $38.71 per share (95 per¬ 
cent of the market value on that date). 

As the result of the exchange by Mid¬ 
land of assets for Eastern’s stock, Mid¬ 
land will acquire approximately 15 per¬ 
cent of Eastern’s stock to be outstanding, 
which Midland will promptly distribute 
to its stockholders. Thereupon, Midland 
is to be dissolved. Midland seeks ap¬ 
proval of the acquisition of the Eastern 
stock, and requests, pursuant to section 
2(a)(7) of the Act, that it be declared 
not to be a holding company with respect 
to Eastern during the interval between its 
acquisition of the Eastern stock and its 
dissolution. 

By virtue of the distribution of the 
Eastern stock by Midland, Scheuer will 
acquire 323,955 shares of Eastern which, 
together with 700 shares presently 
owned, will aggregate 9.78 percent of 
Eastern’s stock to be outstanding. 
Scheuer seeks approval, pursuant to sec¬ 
tions 9(a) (2) and 10 of the Act, of the 
acquisition of the Eastern stock. 

The fees and expenses to be incurred 
by applicants in connection with the 
proposed transactions are estimated at 
$150,000, consisting of printing expense 
of $10,000, accountants fees of $10,000, 
and counsel fees and expenses of 
$130,000. 

The application states that no State 
commission, and no Federal commission, 
other than this Commission, has juris¬ 
diction over the proposed transactions 
by Midland and Scheuer. 

Notice is further given that any in¬ 
terested person may, not later than July 
14, 1961, request in writing that a hear¬ 
ing be held in respect of such matters, 
stating the nature of his interest, the 
reasons for such request, and the issues 
of fact or law which he desires to con¬ 
trovert; or he may request that he be 
notified should the Commission order a 
hearing in respect thereof. Any such 
request should be addressed: Secretary, 
Securities and Exchange Commission, 
Washington 25, D.C. At any time after 
said date, the Commission may grant the 
application, as filed or as it may be 
amended, as provided by Rule 23 promul¬ 
gated under the Act; or the Commission 
may grant exemption from its general 
rules and regulations as provided by 
Rules 20(a) and 100 thereof, or take 
such other action as it deems appro¬ 
priate. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 61-6407; Filed, July 7, 1961; 

8:46 a.m.J 


[File No. 1-4252] 

UNITED INDUSTRIAL CORPORATION 
(DELAWARE) 

Order Summarily Suspending Trading 

July 3,1961. 

The Common Stock, $1 par value of 
United Industrial Corporation (Dela¬ 
ware) being listed and registered on the 


New York Stock Exchange and the Paci¬ 
fic Coast Stock Exchange, and admitted 
to unlisted trading privileges on the De¬ 
troit Stock Exchange; and 

The Series A Convertible Preferred 
Stock $8.50 par value of United Indus¬ 
trial Corporation (Delaware) being listed 
and registered on the New York Stock 
Exchange and the Pacific Coast Stock 
Exchange; and 

The Warrants to Purchase Common 
Stock of United Industrial Corporation 
(Delaware) being listed and registered 
on the American Stock Exchange and the 
Pacific Coast Stock Exchange; and 

The Commission being of the opinion 
that the public interest requires the 
summary suspension of trading in each 
such security on such Exchanges and 
that such action is necessary and ap¬ 
propriate for the protection of investors; 
and 

The Commission being of the opinion 
further that such suspensions are neces¬ 
sary in order to prevent fraudulent, de¬ 
ceptive or manipulative acts or practices, 
with the result that it will be unlawful 
under section 15(c) (2) of the Securities 
Exchange Act of 1934 and the Commis¬ 
sion’s Rule 15c2-2 thereunder for any 
broker or dealer to make use of the mails 
or of any means or instrumentality of 
interstate commerce to effect any trans¬ 
action in, or to induce or attempt to 
induce the purchase or sale of any of 
such securities, otherwise than on a 
national securities exchange; 

It is ordered. Pursuant to section 19 
(a) (4) of the Securities Exchange Act 
of 1934 that trading in said securities on 
the American Stock Exchange, the New 
York Stock Exchange, the Detroit Stock 
Exchange and the Pacific Coast Stock 
Exchange be summarily suspended in 
order to prevent fraudulent, deceptive or 
manipulative acts or practices, this order 
to be effective for a period of ten (10) 
days, July 5, 1961, to July 14, 1961, both 
dates inclusive. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 61-6408; Filed, July 7, 1961; 

8:46 a.m.l 


TARIFF COMMISSION 

[22-9D] 

RYE 

Notice of Indefinite Postponement of 
Hearing 

Notice is hereby given that the public 
hearing in connection with the inves¬ 
tigation instituted under section 22(a) 
of the Agricultural Adjustment Act, as 
amended, concerning “Rye, Rye Flour, 
and Rye Meal,” heretofore scheduled for 
"July 11, 1961 (26 F.R. 5438), has been 
postponed until further notice. 

Issued: July 7,1961. 

By order of the Commission. 

[seal] Donn N. Bent, 

Secretary . 

[F.R. Doc. 61-6524; Filed, July 7, 1961; 
12:10 p.m.] 
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Proposal 


Proposed Rule Making 


SMALL BUSINESS ADMINISTRA¬ 
TION 

[13 CFR Part 1071 

SMALL BUSINESS INVESTMENT 
COMPANIES 

Notice of Proposed Rule Making 

Notice is hereby given that pursuant 
to authority contained in section 308 of 
the Small Business Investment Act of 
1958, Public Law 85-699, 72 Stat. 694, as 
amended, it is proposed to amend, revise, 
and recodify Part 107 of Subchapter B, 
Chapter I, of Title 13 of the Code of Fed¬ 
eral Regulations. Prior to the final adop¬ 
tion of this revision and recodification, 
consideration will be given to any com¬ 
ments or suggestions pertaining to the 
proposed amendments therein which are 
submitted in writing, in triplicate, to the 
Small Business Investment Division, 
Small Business Administration, Wash¬ 
ington 25, D.C., within a period of thirty 
days of the date of publication of this 
notice in the Federal Register. 

Information. The proposed revision 
will assemble Part 107 as previously pub¬ 
lished in the Federal Register together 
with previously published amendments 
thereto (23 F.R. 9303, 25 F.R. 1397, 2354, 
2516, 3316, 5374, 5478, 5825, 7276, 8068, 
8855, 9845, 10087, 10388, 26 F.R. 183, 1854, 
2145, and 2247). No comment is invited 
or required thereon. The proposed re¬ 
vision also changes the structure and 
numbering used in Part 107. 

Sections are redesignated as indicated 
in the following tabulation: 


New Old 

107.11 ___ 107.102-1 

107.12 _ 107.103-1 

107.101 _ 107.201-1 

107.102 _ 107.201-2 

107.103 _ 107.201-4 

107.104—... 107.301-1 

107.105 __ 107.301-la 

107.106 _I 107.301-2 

107.107 _ 107.301-3 

107.201 _ 107.201-3 

107.202 _♦__ 107.201-5 

107.203 ___ 107.301-5 

107.204 _ 107.301-6 

107.205 _ 107.301-7 

107.301 _ 107.302-1 

107.302 _ 107.302-2 

107.303 _ 107.308-1 

107.401 _ 107.303-1 

107.402 _ 107.303-2 

107.403 ___ 107.303-3 

107.501_ 107.304-1 

107.601_ 107.305-1 

107.701_ 107.308-12 

107.702.__ 107.302-3 

107.703 _ 107.308-6 

107.704 _ 107.308-7 

107.705 _Previously proposed 

107.706 -Previously proposed 

107.707 _Previously proposed 

107.708. __ 107.306-1 (a) 

107.709. .. 107.308-2 

107.710 __ 107.308-3 

107.711 . 107.308-8 


New 

Old 

107.712 __ 

_ 107.201-6 

107.713- 

__ New 

107.714- 

_ _ _ 107.201-7 

107.715 

. _ _ 107.308-9 

107.716 

__ _ _ New 

107.801 __ 

_ 107.308-4 

107.802 _ 

_ 107.308-5 

107.901 _ 

_ 107.308-10 

107.902_ 

_ 107.308-11 

107.0100. __ 

_ 107.1000 

107.0101_ 

_ _ 107.1001 

107.0102_ _ 

__ _ 107.1002 

107.0103 _ 

_ 107.1004 

107.0104-_ 

_ 107.1007 

107.0105_ 

_ 107.1008 

107.0106 _ 

___ __ 107.1009 


The proposed revision includes pro¬ 
posed amendments previously published 
in 25 F.R. 12754 and in 26 F.R. 226 and 
851; in the proposed revision these pre¬ 
viously published sections, with changes, 
appear as §§ 107.501 (e), (f), (g), and 

(h) , 107.601 (b), (c), and (d), 107.705, 
107.706, 107.707, 107.710(b), and 107.715 
(a). Comment is invited on these pro¬ 
posals. 

The proposed revision also publishes 
for the first time proposed amendments 
to §§ 107.501 (c) (2), (i), (k), and (1), 
107.704 (c)(2) and (f), 107.712, 107.713, 
107.715(g), and 107.716 as set forth 
below. 

Section 107.501(c) (2) would add to the 
definition of Equity Securities; § 107.501 

(i) , (k) and (1) would provide certain 
expansions and limitations in connection 
with the providing of Equity Capital; 
§ 107.704(c) (2) would restrict interlock¬ 
ing directors or officers, or the owner¬ 
ship of more than 10 percent of the stock 
of more than one Licensee; § 107.704(f) 
would require the filing of SBA Form 
525 before a Licensee provided financ¬ 
ing or consulting or advisory services to 
a small business concern; § 107.712 would 
require identification as a Federal Li¬ 
censee on any printed matter, including 
stationery; § 107.713 would prohibit 
more than one Licensee from occupying 
the same physical premises; § 107.715(g) 
would limit financing to a small business 
concern which is a customer of a vendor 
which owns or controls the Licensee; 
§ 107.716 would, without the consent of 
SBA, prohibit a Licensee from purchas¬ 
ing Equity Securities or making a loan 
to a former officer, director, or owner of 
10 percent or more of the stock of a 
Licensee for a period of six months fol¬ 
lowing the termination of such owner¬ 
ship, directorship, or control. 

Comment is invited on these new pro¬ 
posals. 

Therefore, it is proposed to amend, re¬ 
vise, and recodify the Small Business In¬ 
vestment Companies Regulation as set 
forth below. 

Dated: July 5, 1961. 

John E. Horne, 

Administrator . 

Sec. 

107.11 Scope of part. 

107.12 Definitions. 


Sec. 

107.101 Information, instructions, and 

forms. 

107.102 Proposal. 

107.103 Preliminary approval of corporate 

instruments and proceedings. 

107.104 Charter requirements. 

107.105 Waiver of paragraph required by 

§ 107.104. 

107.106 Source of charter. 

107.107 Organization of a Licensee. 

License 

107.201 License application. 

107.202 Prerequisites for issuance of Li¬ 

cense. 

107.203 Necessity for and nature of License. 

107.204 Fees for License and SBA charter. 

107.205 Surrender of License or SBA char¬ 

ter. 

Capital Requirements 

107.301 Initial capital and surplus of 

Licensee. 

107.302 Consideration for stock of Licensee. 

107.303 Maintenance of unimpaired capi¬ 

tal. 

Borrowing by SBIC 

107.401 Conditions and limitations upon 

borrowing power of Licensee. 

107.402 SBA operating loans to Licensees. 

107.403 Purpose and loan requirements. 

Equity Capital 

107.501 Equity capital for incorporated 

small-business concerns. 

Long-Term Loans 

107.601 Long-term loans by Licensee to 
small-business concerns. 

General Provisions 

107.701 Amendments to Act and regula¬ 

tions. 

107.702 Applicability of other laws, includ¬ 

ing disclosure to investors and 
stockholders. 

107.703 Government liability. 

107.704 Activities of Licensee. 

107.705 Consulting and advisory services. 

107.706 Subsidiary corporation for con¬ 

sulting and advisory services. 

107.707 Services to banks or other financial 

institutions. 

107.708 Aggregate limitation on invest¬ 

ments and loans. 

107.709 Conditions governing disburse¬ 

ment of SBA funds. 

107.710 Idle operating funds. 

107.711 Insurance. 

107.712 Identification of Licensee. 

107.713 Common tenancy. 

107.714 Branch offices and agencies. 

107.715 Prohibited uses. 

107.716 Self-dealing limitation. 

Examinations and Reports 

107.801 Examinations. 

107.802 Reports. 

Compliance and Enforcement 

107.901 Enjoiner of violations. 

107.902 Forfeiture of License. 

Interpretations 

107.0100 Capital structure of Licensees 

(interpreting section 302 of the 
Act). 

107.0101 Repayment of subordinated deben¬ 

tures (interpreting section 302 
(a) of the Act). 
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107.0102 Participation by SBA with a 
Licensee under section 7(a) of 
the Small Business Act in an 
SBIC loan (interpreting sections 
302 and 303 of the Act). 

1070103 Aid for agriculture (interpreting 
section 304 and 305 of the Act). 
107.0104 Short-term loans by a Licensee 
(interpreting § 107.601(d)). 

107 0105 Eligible investments for idle oper¬ 
ating funds of SBIC’s (inter¬ 
preting § 107.710). 

107.0106 Employment of funds provided 
small business concerns by 
Licensees (interpreting § 107.715 
(a)). 

Authority: §§ 107.11 to 107.0106 issued 
under sec. 308, Pub. Law 85—699, 72 Stat. 694: 

15 U.S.C, 687. 

§ 107.11 Scope of part. v 

(a) The Small Business Investment 
Act of 1958 became law August 21, 1958. 
Such Act has been amended by the Small 
Business Investment Act Amendments of 
1960, which became effective June 11, 
1960. 

(b) The purpose of the act is to im¬ 
prove and stimulate the national econ¬ 
omy in general and the small business 
segment thereof in particular. 

(c) This purpose is to be accomplished 
by the establishment of a program de¬ 
signed to stimulate and supplement the 
flow of private equity capital and long¬ 
term loan funds necessary for the sound 
financing of the business operations of 
small-business concerns and for their 
growth, expansion and modernization. 

(d) Under the program: 

(1) SBA will select and approve (li¬ 
cense) private corporations (chartered 
under State law to conduct the activities 
described in subparagraph (2) of this 
paragraph) which shall thereupon be¬ 
come eligible for (i) financial assist¬ 
ance from SBA under the act, (ii) 
discretionary exemptions under the Se¬ 
curities Act of 1933 and the Trust In¬ 
denture Act of 1939, as well as a specified 
exemption under the Investment Com¬ 
pany Act of 1940, (iii) such further bene¬ 
fits and privileges as may ever be 
provided by Federal or State laws for 
corporations licensed by SBA under the 
act, and (iv) tax benefits specified under 
the Technical Amendments Act of 1958. 
The stockholders of such corporations 
are eligible also for tax benefits specified 
under the Technical Amendments Act of 
1958. 

References: 

1. Securities Act of 1933, 15 U.S.C.A. secs. 
77a-77aa. 

2. Trust Indenture Act of 1939, 15 U.S.C.A. 
secs. 77aaa-77bbbb. 

3. Investment Company Act of 1940, 15- 
U.S.C.A. secs. 80a-l—80a-52. 

4. Securities and Exchange Commission 
Regulations issued pursuant to the above 
Acts relating to small business investment 
companies. 

5. Section 57, Technical Amendments Act 
of 1958, Public Law 85-866. 

6. Personal Holding Company Tax Section 
541, Internal Revenue Code of 1954, 26 
U.S.C.A. secs. 541-547. 

7. Sections 1.541-1—1.547-7 of the Income 
Tax Regulations of the Treasury Department 
(26 CFR 1.541-1 to 1.547-7) as amended. 

8. State incorporation laws. 

9. Bank Holding Company Act of 1956, 12 
U.S.C.A. secs. 1841-1848. 


10. Regulations of the Federal Reserve 
Board under Bank Holding Company Act, 
12 CFR 222.1-222.108, and in particular, 
Regulation 222.107. 

(2) Private corporations will be char¬ 
tered under state law for the specific 
purpose of providing funds to small 
business concerns (as defined by SBA) 
through the purchase of Equity Se¬ 
curities as defined § 107.501 of such 
concerns and through the disbursement 
of long-term loans to such concerns. 
Such corporations will be authorized to 
provide consulting and advisory services 
to small business concerns on a fee basis 
for such services actually rendered. All 
of said activities will be subject to regula¬ 
tions prescribed by SBA. The corpora¬ 
tions will be examined by SBA and will 
make reports as and when required by 
SBA. 

(e) The program will be administered 
in such a manner as to insure the maxi¬ 
mum participation of private financing 
sources. 

(f) Any financial assistance provided 
under the act cannot result in a substan¬ 
tial increase of unemployment in any 
area of the country. 

(g) The program will be administered 
by SBA through its Small Business In¬ 
vestment Division. 

(h) The provisions of section 16 of the 
Small Business Act are extended specifi¬ 
cally to the functions under the Small 
Business Investment Act of 1958. That 
section requires that whoever makes a 
statement knowing it to be false, or will¬ 
fully overvalues any security, for the 
purpose of obtaining for himself or for 
any applicant any loan, or extension 
thereof by renewal, deferment of action, 
or otherwise, or the acceptance, release, 
or substitution of security therefor, or 
for the purpose of influencing in any way 
the action of SBA, or for the purpose of 
obtaining money, property, or anything 
of value, shall be punished by fine or im¬ 
prisonment or both. 

§ 107.12 Definitions. 

Act. “Act” means the Small Business 
Investment Act of 1958, as amended by 
the Small Business Investment Act 
Amendments of 1960. 

Administrator . “Administrator” means 
the Administrator of SBA. 

License. “License” means the grant 
(evidenced by a certificate issued to the 
Licensee and registered in the Washing¬ 
ton office of SBA) by SBA to a Pro¬ 
posed Operator, in consideration of the 
representations and offers contained in 
the License Application, of authority to 
conduct its business, in the territory de¬ 
scribed in the License, in accordance 
with and subject to the provisions and 
purpose of the act and regulations of 
SBA prescribed thereunder; and includes 
the privilege of receiving financial as¬ 
sistance under the act and qualifies 
such Licensee and its stockholders for 
any and all other rights, privileges and 
benefits available to a Licensee and its 
stockholders under the provisions of the 
act or any other Federal or State laws. 

License Application. “License Appli¬ 
cation” means the request to SBA for a 
License, by the Proposed Operator, exe¬ 
cuted and submitted on SBA Form No. 


415, which shall incorporate by refer¬ 
ence the Proposal as a part of said 
request. 

Licensee. “Licensee” means a cor¬ 
poration which: Is enfranchised and 
chartered under State law, or by SBA 
under section 301(c) of the act, to con¬ 
duct (in accordance with and subject 
to the provisions and purpose of the act 
and in accordance with and subject to 
regulations prescribed by SBA under the 
act) in the territory in which its opera¬ 
tions are to be carried on, only the ac¬ 
tivities described under Title III of the 
act; has executed and submitted a Li¬ 
cense Application; and, has been granted 
a License. 

Operating territory or area. “Operat¬ 
ing territory,” “area in which operations 
are to be carried on,” “areas in which 
Licensee operates,” and similar terms, 
mean the territorial area or areas in 
which a Licensee is authorized by the 
terms of its License to purchase Equity 
Securities as defined in § 107.501 from, to 
make loans to, and to provide consulting 
and advisory services to any small busi¬ 
ness concern (regardless of the residence, 
domicile, place of business, or location 
of the property of such small business 
concern) so long as such purchase, loan 
or service does not constitute or involve 
doing business in any State not included 
in said territorial area or areas so as to 
require the Licensee to register or other¬ 
wise comply with the laws of such State 
as a foreign corporation. 

Proponents. “Proponents” means in¬ 
dividuals or other entities which execute 
and submit a Proposal. 

Proposal. “Proposal” means the in¬ 
formation and representations contained 
in SBA Form No. 414, submitted by Pro¬ 
ponents with the request that SBA con¬ 
sider the same and issue an approval for 
the Proponents to proceed with all action 
(including the incorporation or conver¬ 
sion of the Proposed Operator) neces¬ 
sary to qualify the Proposed Operator 
for execution and submission of a 
License Application. A Proposal is in 
effect a preliminary License Application 
(see definition of “License Application”). 

Proposed Operator. “Proposed Op¬ 
erator” means the company identified 
and described in a particular Proposal 
and recommended therein as a prospec¬ 
tive Licensee. 

SBA. “SBA” means the Small Busi¬ 
ness Administration. 

SBID. “SBID” means the Small Busi¬ 
ness Investment Division of SBA. 

Small business concern. A small busi¬ 
ness concern for the purpose of receiving 
financial or other assistance from small 
business investment companies is a con¬ 
cern which: 

(a) Together with its affiliates, is in¬ 
dependently owned and operated, is not 
dominant in its field of operation, does 
not have assets exceeding $5,000,000, 
does not have net worth in excess of 
$2,500,000, and does not have an average 
net income, after Federal income taxes, 
for the preceding two years in excess of 
$250,000 (average net income to be com¬ 
puted without benefit of any carry-over 
loss); or 

(b) Qualifies as a small business con¬ 
cern under § 121.3-10 of this chapter. 
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PROPOSED RULE MAKING 


Proposal 

§ 107.101 Information, instructions and 
forms. 

Detailed printed information, instruc¬ 
tions and SBID Forms covering the pro¬ 
cedure and basic requirements in the 
grant of a License, may be obtained from 
SBID through the Washington or any 
Regional or Field Office of SBA. 

§ 107.102 Proposal. 

(a) A Proposal shall be submitted on 
SBA Form No. 414 1 to SBID through a 
Regional Office of SBA. 

(b) Such proposal shall include such 
further matters, in addition to those 
matters required by SBA Form 414, as 
SBA may require by regulation or other¬ 
wise or which may be submitted by the 
Proponents as part of the Proposal. 

(c) In considering whether to issue 
a License to a Proposed Operator, due 
regard will be given, among other things, 
to the need for financing of small busi¬ 
ness concerns of the type intended to be 
assisted by the Proposed Operator, pro¬ 
vided the License shall not grant to the 
Licensee any exclusive right in any area 
or areas set forth therein. 

(d) Counsel for the Proponents or 
Proposed Operator shall submit as a part 
of the Proposal his opinion that, among 
other things, the Proposed Operator is 
or can be chartered under State law to 
conduct (in the territory in which its 
operations are to be carried on) only the 
activities described under Title III of 
the act, in accordance with and subject 
to the provisions and purpose of the act 
and in accordance with and subject to 
regulations prescribed by SBA under the 
act. 

(e) Immediately upon receipt by 
SBID of each Proposal, SBID shall reg¬ 
ister, assign an identification number 
thereto, and acknowledge receipt of the 
same. 

(f) The submission of a Proposal 
shall constitute an authority to SBA to 
proceed with the consideration thereof 
and to conduct without liability to SBA 
or anyone acting for or on behalf of 
SBA, any investigations and inquiries 
with respect to any or all matters, indi¬ 
viduals or other entities referred to in 
the Proposal, as may be determined by 
SBA. 

(g) After consideration of a Proposal 
SBA shall notify the Proponents, either: 

Cl) That the Proponents may proceed 
with all action necessary to qualify the 
Proposed Operator for execution and 
submission of a License Application; 
which action shall be completed and a 
License Application submitted by the 
Proposed Operator within 90 days from 


1 Filed with the Federal Register Office as 
part of the original document. Copies of 
SBA Form 414, Proposal To Operate a Small 
Business Investment Company, together with 
instructions, are available at the Office of 
the Deputy Administrator, Investment Divi¬ 
sion, Small Business Administration, 811 
Vermont Avenue NW., Washington 25, D.C., 
and at all Regional Offices of the Small Busi¬ 
ness Administration, the addresses of which 
offices may be obtained from the office of the 
Deputy Administrator, Investment Division, 
Small Business Administration, 811 Vermont 
Avenue NW., Washington 25, D.C. 


the date of said notice from SBA, unless 
such period is extended by SBA; and 
SBA shall be committed by said approval 
to issue a license if the terms and condi¬ 
tions of the approved proposal are com¬ 
pleted; or 

(2) That such Proposal is insufficient. 

(i) If, in the opinion of SBA, the suf¬ 
ficiency of such Proposal cannot be 
established through further information 
or action, SBA shall close the same and 
so notify the Proponents. 

(ii) If, in the opinion of SBA, the suf¬ 
ficiency of such Proposal may be estab¬ 
lished through further information or 
action, SBA shall simultaneously with 
such notice allot a period of time within 
which the Proponents may endeavor to 
establish the sufficiency of such Pro¬ 
posal and resubmit the same. 

(iii) A resubmitted Proposal which is 
again determined by SBA to be insuf¬ 
ficient or a rejected Proposal which is 
not resubmitted within any such allotted 
period, shall be closed permanently by 
SBA and the Proponents so notified. 

§ 107.103 Preliminary approval of cor¬ 
porate instruments and proceedings. 

Unless and until SBA gives written no¬ 
tice to the Proponents that it does not 
object to the instruments and proceed¬ 
ings contemplated for use in the organ¬ 
ization or qualification of the Proposed 
Operator as a Licensee, said Proponents 
should not take any final action to con¬ 
clude any such organization and quali¬ 
fication. 

§ 107.104 Charter requirements. 

The charter of a Licensee shall con¬ 
stitute a grant of being or continued 
existence as a corporate entity, by a 
State, in the form of a permit or cer¬ 
tificate of incorporation or amendment 
or otherwise, with the specific and sole 
powers and authority recited below. 
Such powers and authority can be ex¬ 
pressed and granted in any manner con¬ 
sistent with the laws of such State and 
requirements of the State officials 
charged with such responsibilities, pro¬ 
vided that each such charter shall con¬ 
tain the following provision: 

This corporation is organized and char¬ 
tered expressly for the purpose of operating 
under the Small Business Investment Act of 
1958, as amended by the Small Business In¬ 
vestment Act Amendments of 1960, and will 
operate in the manner and shall have the 
powers, responsibilities and be subject to the 
limitations provided by said act and the reg¬ 
ulations issued by the Small Business Ad¬ 
ministration thereunder. 

Said powers and authority shall be as 
follows: 

(a) To act under a particular name; 

(b) To issue a maximum number of 
shares of one or more types of its stock; 

(c) To borrow money and issue its 
debenture bonds, promissory notes, or 
other obligations under such general 
conditions and subject to such limita¬ 
tions and regulations as SBA may pre¬ 
scribe; 

(d) To provide equity capital to small- 
business concerns (as defined by SBA) 
under the conditions authorized by sec¬ 
tion 304 of the act and regulations, with 
the right to sell or dispose of securities 
so acquired in such manner and under 


such terms and conditions as the Licen¬ 
see shall determine. 

(e) To make long-term loans (as de¬ 
fined by SBA) to small-business con¬ 
cerns (as defined by SBA) for the pur¬ 
poses and in the manner and subject to 
the conditions described in section 305 
of the act; with the right to sell or dis¬ 
pose of such loans in such manner and 
under such terms and conditions as the 
Licensee shall determine; 

(f) To acquire and make commitments 
for obligations and securities of a single 
enterprise only within the limitations 
established by section 306 of the act, 
unless such limitations are waived by 
SBA; 

(g) To undertake its operations in co¬ 
operation with banks or other financial 
institutions, as contemplated under sec¬ 
tion 308(a) of the act; 

(h) To provide consulting and ad¬ 
visory services to small business concerns 
on a fee basis; 

(i) To invest funds not reasonably 
needed for its current operations only in 
direct obligations of, or obligations guar¬ 
anteed as to principal and interest by, 
the United States Government; 

(j) To conduct its operations in ac¬ 
cordance with and subject to regulations 
prescribed by SBA; 

(k) To submit to and pay for exami¬ 
nations made by direction of SBA by ex¬ 
aminers selected, employed or approved 
by SBA; 

(l) To make reports to SBA at such 
times and in such form as SBA may re¬ 
quire; 

(m) To conduct its operations in a 
specified area or areas, without limita¬ 
tion, however, as to the residence, domi¬ 
cile, or place of business of parties with 
which it transacts its business or other¬ 
wise deals; 

(n) To regulate its business and con¬ 
duct its affairs in a manner not incon¬ 
sistent with the act and regulations 
prescribed by SBA thereunder; 

(o) To adopt and use a corporate seal; 

(p) To have succession for a period 
of at least thirty years, subject to dis¬ 
solution in accordance with State law; 
and subject to forfeiture of its License 
for violation of law or of regulation is¬ 
sued under the act; 

(q) To make contracts; 

(r) To sue and be sued, complain, and 
defend in any court of law or equity; 

(s) By its board of directors, to ap¬ 
point such officers and employees as may 
be deemed proper, define their authority 
and duties, fix their compensation, re¬ 
quire bonds of such of them as it deems 
advisable and fix the penalty thereof, 
dismiss such officers or employees, or any 
thereof, at pleasure, and appoint others 
to fill their places; 

(t) To adopt bylaws regulating the 
manner in which its stock shall be trans¬ 
ferred, its officers and employees ap¬ 
pointed, its property transferred, and the 
privileges granted to it by law exercised 
and enjoyed; 

(u) To maintain a principal office 
(which shall be designated in its Ar¬ 
ticles) and to establish branch offices or 
agencies within its operating territory, 
subject to the approval of SBA: Pro- 
vided, however, That, whether to obtain 
a grant of power and authority from the 
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State to establish branch offices or 
agencies shall be optional with the in¬ 
corporators ; 

(v) To acquire, hold, operate, and dis¬ 
pose of any property (real, personal, or 
mixed) whenever necessary or appro¬ 
priate to the carrying out of its lawful 

functions; 

(w) To exercise such incidental pow¬ 
ers as may reasonably be necessary to 
carry out the business for which the cor¬ 
poration is established. 

8 107.105 Waiver of paragraph required 
by § 107.104. 

In the event SB A, for cause satisfac¬ 
tory to SB A, waives the inclusion in a 
Licensee’s State charter of that portion 
of the general provision (set forth in the 
second sentence of § 107.104) which 
identifies the manner of operation, 
powers, responsibilities, and limitations 
of the Licensee by specific reference to 
the Act and regulations issued there¬ 
under: The charter of such a Licensee, 
in lieu of such identification by refer¬ 
ence, shall set forth specifically and in 
detail the manner of operation, powers, 
responsibilities, and limitations of the 
Licensee which are required of a Li¬ 
censee as specified in and contemplated 
by the Act and regulations and to the 
extent and in a manner satisfactory to 
SB A. Further, any such Licensee shall, 
from time to time, amend its charter in 
order to conform its charter purpose, 
manner of operation, powers, responsi¬ 
bilities, and limitations with those con¬ 
tained in and contemplated by the Act 
and the regulations issued by SBA 
thereunder from time to time. 

§ 107.106 Source of charier. 

(a) The charter of a Licensee shall 
be obtained from the State in which the 
Licensee operates or if the Licensee op¬ 
erates in more than one State said 
charter shall be obtained from any State 
within the entire area or areas in which 
the Licensee operates. 

(b) A Licensee conducting operations 
beyond the jurisdiction of the State from 
which it receives its charter, shall obtain 
authority or otherwise be entitled to 
conduct its activities in such other State 
or States in accordance with the provi¬ 
sions of its charter, the act and regula¬ 
tions prescribed thereunder. 

§ 107.107 Organization of a Licensee. 

A Proposed Operator shall conform to 
the laws of the State of its incorporation 
with respect to the number and qualifi¬ 
cation of incorporators and directors. 

License 

§ 107.201 License Application. 

(a) A License Application may be sub- 
mitted upon SBA Form No. 415 2 by the 

x Filed with the Federal Register Office as 
part of the original document. Copies of 
SBA Form 415, License Application, together 
with instructions, are available at the Office 
01 the Deputy Administrator, Investment 
division, Small Business Administration, 811 
Vermont Avenue NW., Washington 25, D.C., 
and at all Regional Offices of the Small Busi¬ 
ness Administration, the addresses of which 
offices may be obtained from the office of the 
eputy Administrator, Investment Division, 
* all Business Administration, 811 Vermont 
Avenue NW., Washington 25, D.C. 
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Proposed Operator only after issuance by 
SBA of the notice referred to under 
§ 107.102(g) (1) and in accordance with 
instructions contained in such notice. 
Such License Application shall be sub¬ 
mitted within 90 days after issuance of 
said notice. 

(b) After submission of a License Ap¬ 
plication SBA will issue a License to the 
Proposed Operator if the representations, 
terms and conditions of the Proposal and 
any additional matters set forth in the 
notification by SBA to proceed are fully 
and exactly complied with. 

§ 107.202 Prerequisites for issuance of 
License. 

Prior to the issuance of a License, each 
Proposed Operator shall have: 

(a) Executed and submitted a License 
Application. 

(b) Received a Corporate Charter or 
franchise under State laws to operate 
as a Licensee. 

(c) Submitted evidence satisfactory to 
SBA that it has a paid-in capital and 
surplus equal to at least $300,000 in cash 
(exclusive of organizational expenses) on 
hand or in escrow contingent solely on 
the issuance of a License, as required 
by section 302(a) of the act (including 
any commitment of SBA as described 
under § 107.301. 

§ 107.203 Necessity for and nature of 
License. 

Only upon issuance of SBA of a Li¬ 
cense to a Proposed Operator, shall such 
corporation be authorized to operate 
under the act. A License is not trans¬ 
ferable in any manner. 

§ 107.204 Fees for License and SBA 
charter. 

A License fee of $100 shall be tendered 
to SBA by a Licensee, simultaneously 
with the filing of SBA Form 415. 

§ 107.205 Surrender of License. 

A Licensee may apply to SBA for sur¬ 
render of its License. Such surrender 
may be authorized under such conditions 
as may be required by SBA in connection 
therewith. 

Capital Requirements 

§ 107.301 Initial capital and surplus of 
Licensee. 

(a) As a condition to the issuance of 
a License, the Proposed Operator shall 
have a paid-in capital and surplus, in 
cash, as required under § 107.202(c). 

(b) The management of a Licensee 
shall encourage the maximum invest¬ 
ment therein of private funds. 

(c) To the extent that cash funds are 
not available to a Licensee from private 
sources to provide any amount of said 
initial minimum capital and surplus in 
excess of $150,000, SBA, upon request 
contained in the License Application, 
may purchase or agree to purchase 
debentures of such Licensee in an 
amount equal to such deficiency but not 
in excess of $150,000. Any such deben¬ 
tures (which may be prepaid by Li¬ 
censee without penalty) so purchased by 
SBA under the provisions of section 
302(a) of the act shall be subordinate 
to any other debenture bonds, promis¬ 
sory notes, or other obligations which 
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may be issued by such Licensee as de¬ 
termined by SBA, and while treated and 
accounted for as a debt transaction, 
shall be deemed a part of the paid-in 
capital and surplus of such Licensee for 
the statutory purposes of sections 302 
(a), 303(b), and 306 of the act. 

(d) The unavailability of such cash 
funds from private sources shall be 
deemed to exist upon submission by the 
Proposed Operator of a certificate that 
such funds are not available for the sub¬ 
ject venture. 

(e) Any such subordinated debentures 
of a Licensee purchased under section 
302(a) of the act shall contain such 
terms and conditions, including provi¬ 
sions with respect to subordination, as 
shall be determined by SBA. Interest 
upon the amount of such debentures 
shall be at the rate of 5 percent per an¬ 
num, and amortization shall commence 
at the beginning of the second half of 
the term thereof. Maturities shall not 
exceed twenty years. 

(f) The agreement of SBA to purchase 
any such subordinated debentures of a 
Licensee to provide funds to satisfy the 
initial minimum capital and surplus re¬ 
quirements of a Licensee, under and in 
accordance with the provisions of section 
302(a) of the act, shall constitute the 
equivalent of cash in an amount equal 
to the amount of such SBA commitment, 
which amount shall thereupon be deemed 
to be paid in as a part of the initial 
minimum capital and surplus of such 
Licensee for the statutory purposes of 
sections 302(a), 303(b) and 306 of the 
act. A commitment charge at the rate 
of one-twelfth of one percent of the 
principal amount of the commitment 
outstanding for each thirty-day period 
shall be paid to SBA by such Licensee 
beginning with the first day after the 
first thirty days following such com¬ 
mitment. Disbursement of such commit¬ 
ment shall be requested by the Licensee 
at any time prior to the end of one year 
but such commitment shall be reduced 
to the extent private equity funds are 
acquired for such purpose prior to any 
disbursement by SBA on account of such 
commitment. 

(g) The proceeds derived from the 
sale of any such subordinated debentures 
of a Licensee under section 302(a) of the 
Act may be used to provide equity capi¬ 
tal and make long-term loans to small 
business concerns: Provided , however , 
That Licensee cannot use such proceeds 
for investments and loans involving en¬ 
terprises which derive a substantial por¬ 
tion of their gross income from the sale 
of alcoholic beverages and accordingly 
within 30 days after the disbursement of 
any funds to Licensee under authority 
of section 302(a) of the Act, and there¬ 
after during period in which any such 
subordinated debentures remain unpaid, 
the Licensee shall maintain assets con¬ 
sisting of cash, eligible Government obli¬ 
gations, and portfolio investments and 
loans involving enterprises which do not 
derive a substantial portion of their gross 
income from the sale of alcoholic bev¬ 
erages (exclusive of all investments and 
loans already in the Licensee’s portfolio 
at the time that the proceeds of such 
subordinated debentures were dis- 
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bursed), equal in face value to no less 
than the unpaid principal of such sub¬ 
ordinated debentures. 

§ 107.302 Consideration for stock of Li¬ 
censee. 

(a) Shares of stock at any class in a 
Licensee which represent the initial min¬ 
imum capital required by § 107.202(a) 
shall be issued by Licensee only in con¬ 
sideration for the simultaneous payment 
of cash or upon the simultaneous trans¬ 
fer to the Licensee of direct obligations 
of, or obligations guaranteed as to prin¬ 
cipal and interest by, the United States. 
Shares of stock of any class in a 
Licensee which represent no part of the 
initial minimum capital required by 
§ 107.202(a) may be issued in consid¬ 
eration for the simultaneous payment of 
cash; upon the simultaneous transfer to 
the Licensee of direct obligations of, or 
obligations guaranteed as to principal 
and interest by, the United States; as 
stock dividends; in connection with the 
reclassification of the stock of the Li¬ 
censee; for services previously rendered 
to the Licensee; or for physical assets to 
be employed currently in the operation 
of the Licensee. 

(b) Options upon the stock of a Li¬ 
censee may be granted to an individual 
only upon approval of at least a majority 
of such Licensee’s stockholders and only 
in lieu of salary or in payment for serv¬ 
ices actually rendered such Licensee, and 
only if; 

(1) At the time such option is granted 
the option price is at least 85 percent of 
the fair market value at such time of the 
stock subject to the option; 

(2) Such option by its terms is not 
transferable by such individual other¬ 
wise than by will or the laws of descent 
and distribution, and is exercisable, dur¬ 
ing his lifetime, only by him; 

(3) Such individual, at the time the 
option is granted, does not own stock 
possessing more than 10 percent of the 
total combined voting power of all classes 
of stock of such Licensee. This subpara¬ 
graph shall not apply if at the time such 
option is granted the option price is at 
least 110 percent of the fair market 
value of the stock subject to the option 
and such option by its terms is not exer¬ 
cisable after the expiration of five years 
from the date such option is granted. 
For purposes of this subparagraph— 

(i) Such individual shall be considered 
as owning the stock owned, directly or 
indirectly, by or for his brothers and 
sisters (whether by the whole or half 
blood), spouse, ancestors, and lineal 
descendants; and 

(ii) Stock owned, directly or indi¬ 
rectly, by or for a corporation, partner¬ 
ship, estate, or trust, shall be considered 
as being owned proportionately by or for 
its shareholders, partners, or benefi¬ 
ciaries; and 

(4) Such option by its terms is not 
exercisable after the expiration of ten 
years from the date such option is 
granted. 

§ 107.303 Maintenance of unimpaired 
capital. 

(a) Each Licensee shall maintain at 
all times an unimpaired capital. 
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(b) An impairment shall be deemed to 
exist when the retained earnings deficit 
exceeds fifty percent (50%) of the com¬ 
bined fully paid capital stock issued and 
outstanding and paid-in surplus. For 
the purpose of this determination, sub¬ 
ordinated debentures issues to SBA pur¬ 
suant to section 302(a) of the Act will 
not be considered a part of the capital 
and surplus. 

Borrowing By SBIC 

§ 107.401 Conditions and limitations 
upon borrowing power of Licensee. 

(a) Without the prior consent of SBA, 
the ratio of the total amount of out¬ 
standing indebtedness of a Licensee to 
the paid-in capital and paid-in surplus 
(including the unpaid balance due SBA 
under any debentures acquired under 
section 302(a) of the act) of such Li¬ 
censee shall not exceed four to one. 

(b) The Proposal shall set forth in de¬ 
tail the policy, plans, and all other in¬ 
formation with respect to prospective 
borrowings, if any, to be made by a Pro¬ 
posed Operator as a Licensee from any 
source other than SBA. 

§ 107.402 SBA operating loans to Li¬ 
censees under section 303 of the Act. 

(a) To the extent that a Licensee is 
unable to borrow or otherwise secure 
operating funds from private sources, 
SBA may lend or agree to lend to such 
Licensee funds for such purpose up to a 
total amount outstanding at any one 
time not in excess of fifty percent of the 
paid-in capital and surplus of su$h Li¬ 
censee, including as a part of such capi¬ 
tal and surplus any outstanding balance 
due SBA under subordinated debentures 
purchased by SBA under the provisions 
of section 302(a) of the act. 

(b) The unavailability of such funds 
from private sources shall be deemed to 
exist upon submission to SBA by the 
Licensee of a certificate that the same 
are not available for such purpose. 

(c) Such loans may be prepaid at any 
time without penalty. Interest upon 
such loans shall be at the rate of five 
percent per annum and the maturities 
thereof shall not exceed twenty years: 
Provided, however, That SBA in its dis¬ 
cretion, may renew or extend the ma¬ 
turity thereof. In the absence of an 
amortization plan by the borrower satis¬ 
factory to SBA, said loans shall begin 
amortization during the final half of the 
term thereof; for example, if the ma¬ 
turity of such loan is ten years, then 
amortization shall begin in the sixth year 
of such loan at an amortization rate of 
not less than twenty percent per annum. 
Any such loan or loans made by SBA 
under the authority of section 303 (b) of 
the act shall contain such further terms 
and conditions as shall be determined by 
SBA. 

§ 107.403 Purpose and loan require¬ 
ments. 

(a) The management of a Licensee 
should plan to use loan funds available 
under section 303(b) as a source of funds 
which may be obtained, repaid and ob¬ 
tained again as needed to protect its in¬ 
terest in its investments and loans until 
paid-in capital is available from private 


sources, thus obviating the necessity 
which would otherwise exist of main¬ 
taining substantial amounts of unin¬ 
vested cash for such purposes. Loans 
under this section may be obtained by a 
Licensee in furtherance of its stated in¬ 
vestment and loan policy. Disbursement 
of any such loans will be subject to the 
execution and delivery of the certificate 
required by § 107.709. 

(b) The proceeds of any loan obtained 
by Licensee under the provisions of sec¬ 
tion 303(b) of the Act shall be used to 
provide equity capital and make long¬ 
term loans to small business concerns: 
Provided, however. That Licensee can¬ 
not use such proceeds for investments 
and loans involving enterprises which 
derive a substantial portion of their gross 
income from the sale of alcoholic bever¬ 
ages and accordingly within 30 days after 
the disbursement of any loan funds to 
Licensee under authority of section 303 
(b) of the Act, and thereafter during 
period in which any such loan, or any 
part thereof remains unpaid, the Li¬ 
censee shall maintain assets consisting 
of cash, eligible Government obligations, 
and portfolio investments and loans in¬ 
volving enterprises which do not derive 
a substantial portion of their gross in¬ 
come from the sale of alcoholic bever¬ 
ages (exclusive of all investments and 
loans already in the Licensee’s portfolio 
at the time that the proceeds of such 
loans were disbursed), equal in face value 
to no less than the unpaid principal of 
such loan. 

Equity Capital 

§ 107.501 Equity capital for incorpo¬ 
rated small business concerns. 

(a) Each Licensee shall constitute a 
source of Equity Capital for incorporated 
small business concerns; which capital 
shall be supplied in a manner and under 
terms consistent with regulations of the 
Administration. 

(b) “Equity Capital” means funds re¬ 
ceived by an incorporated small business 
concern from a Licensee as the con¬ 
sideration for the issuance of Equity 
Securities by such concern to such 
Licensee. 

(c) “Equity Securities” means: 

(1) Certificates of stock of any class; 
Provided, however, That whenever any 
such stock contains a right to convert to 
another class of stock or contains rights 
or privileges therein in the nature of 
stock warrants or options, no further 
stock purchase warrants, options or con¬ 
version rights shall be issued in connec¬ 
tion therewith; and 

(2) Instruments which evidence a debt 
and which provide a right or privilege to 
convert all or any portion of the debt 
instruments into stock of the small busi¬ 
ness concern, or provide nondetachable 
or detachable stock purchase warrants 
or options, or provide both a right or 
privilege to convert all or any part of the 
debt instruments into stock and also de¬ 
tachable stock purchase warrants or op¬ 
tions: Provided, however. That no fur¬ 
ther stock purchase warrants, options or 
conversion rights shall be issued in con¬ 
nection therewith. 

(d) Equity Securities which evidence 
a debt may be secured by collateral. 

\ 
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(e) A Licensee shall not purchase or 
acquire any type of Equity Securities if 
the purpose of such purchase or acquisi¬ 
tion is to furnish the small business con¬ 
cern with financing for a period of less 
than five years’ duration. Equity Securi¬ 
ties shall not require repayments during 
the first five years at a rate exceeding 
twenty percent of principal per annum. 

(f) Equity Securities which evidence 
a debt shall have stated maturities of 
not less than five years and must be call¬ 
able but on such terms as may be negoti¬ 
ated at the time of issuance of such 
Equity Securities, in whole or in part, by 
the issuer: Provided, That any right to 
convert the debt may be exercised prior 
to the effective date of such call. Such 
securities shall be acquired by a Licensee 
simultaneously with the disbursement of 
Equity Capital and shall evidence the 
total principal amount, plus interest rate, 
required to be paid by the small business 
concern in consideration for the amount 
of Equity Capital disbursed. Such dis¬ 
bursement may be evidenced by an in¬ 
strument or instruments in such form 
and substance as may be negotiated be¬ 
tween the Licensee and said concern 

t consistent with the Act and regulations 
thereunder, provided that the maturity 
or maturities set forth in such instru¬ 
ment or instruments shall not require 
repayment of the total principal amount 
evidenced by such instrument or instru¬ 
ments during the first five years at a 
rate in excess of twenty percent of the 
total principal thereof per annum. 
Whenever more than one instrument is 
employed, each instrument shall state on 
the face thereof the maturity date of 
the particular instrument and make ref¬ 
erence to the maturity date(s) of the 
other instrument(s) constituting the 
disbursement. 

(g) Any redemption provisions of 
certificates of stock shall be on such 
terms as may be negotiated at the time 
of issuance thereof, provided the re¬ 
demption provisions are exercisable, in 
whole or in part, upon three months* 
notice, and provided further that any 
such stock which contains conversion 
rights may be converted prior to the 
effective date of such redemption. 

(h) Equity Securities with maturities 
of less than five years may be purchased 
or acquired by a Licensee when neces¬ 
sary to protect the interests of the Li¬ 
censee in proviously issued long-term 
Equity Securities provided that the iden¬ 
tical conditions and privileges covering 
the long-term Equity Securities shall 
otherwise apply thereto. Equity Securi¬ 
ties with maturities of less than five 
years’ duration will not be construed “to 
protect the interests of the Licensee in 
previously issued Equity Securities” if 
the purpose of such short-term Equity 
Securities is to take care of routine short¬ 
term requirements of the small business 
concern. 

(i) Equity Securities which are con¬ 
verted into.stock shall be converted at a 
price or series of prices per share not less 
than the sound book value of such stock 
as determined at the time of the issuance 
ot said securities: Provided, however, 
that the total purchase price of such 
stock which may be purchased at said 


price or series of prices per share shall 
not exceed the amount of Equity Capital 
provided by said securities plus the ac¬ 
crual of earned interest and charges, on 
said Equity Capital to the date of con¬ 
version of said securities. “Sound book 
value,” for the purposes hereof, shall be 
determined through consideration of all 
pertinent factors including the actual 
value of the assets of the small business 
concern and the relationship of the 
earnings of such concern to its invested 
capital. 

(j) Stock purchase warrants or op¬ 
tions issued in connection with Equity 
Securities shall expire not later than two 
years after the stated maturity date of 
such Equity Securities but in no event 
more than ten years from the date of 
the issuance of such Equity Securities. 

(k) The purchase price per share of 
shares available under warrants or op¬ 
tions acquired in connection with the 
purchase of Equity Securities shall be at 
no less than the sound book value of such 
shares, as defined herein, at the time the 
warrant or option is issued, and the total 
cost of such shares shall not exceed the 
total amount of Equity Capital provided 
by the Licensee at the same time as the 
warrant or option was issued, except as 
the warrant or option may provide for 
successive increases in the price per share 
of option shares. 

(l) The purchase price per share of 
shares available under Certificates of 
Stock acquired as Equity Securities shall 
be at no less than the sound book value 
of such shares, as defined herein, at the 
time the Certificates of Stock are issued. 

(m) Wherever Equity Securities in¬ 
volve debt, any Licensee may require 
small business concerns to refinance any 
or all of its outstanding indebtedness so 
that the Licensee is the only holder of 
any indebtedness of such concern. 

(n) Wherever Equity Securities in¬ 
volve debt, any Licensee may require a 
small business concern to agree not to 
incur any additional indebtedness with¬ 
out first securing the approval of the 
Licensee and giving the Licensee the first 
opportunity to finance such additional 
indebtedness; Provided, however. That 
the Licensee shall allow appropriate 
exceptions for open account or other 
short-term credit. 

(o) Whenever a Licensee purchases 
or acquires Equity Securities of a small 
business concern, such concern shall 
have the right, exercisable in whole or 
in such part as such concern may elect, 
at the time of the issuance of such 
Equity Securities, to become a stock¬ 
holder-proprietor by investing in the 
capital stock of the Licensee in an 
amount not more than five per centum 
of the Equity Securities purchased or 
acquired by the Licensee. The price of 
such stock sold by the Licensee to the 
small business concern under this sec¬ 
tion shall not be more than the higher 
of (1) the book value determined in 
conformity with generally accepted ac¬ 
counting principles, or (2) the fair mar¬ 
ket value. Factors which may be taken 
into consideration in determining fair 
market value may include, among others, 
market quotations, recent public or pri¬ 
vate sales, and the liquidating value. 
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earnings, and dividend record of the 
Licensee’s stock. 

(р) The maximum annual cost to the 
issuer of Equity Securities evidencing a 
debt charged by any Licensee for average 
outstanding unpaid net funds advanced 
shall not exceed the lesser of (1) such 
maximum annual cost to issuer as may 
be prescribed by applicable State or local 
law, or (2) such maximum annual cost 
to issuer as may be specified in the Li¬ 
censee’s Proposal and License Applica¬ 
tion. Cost to issuer includes all interest 
and discount, as well as all fees, commis¬ 
sions, charges, etc., against the issuer by 
the Licensee at the time the equity se¬ 
curities evidencing a debt are purchased, 
and such fees, charges, etc., shall be 
treated as additional discount for this 
purpose. 

Long-Term Loans 

§ 107.601 Long-term loans by Licensee 
to small-business concerns. 

(a) Each Licensee shall constitute also 
a source of funds for long-term loans for 
the sound financing of the operations, 
expansion and modernization of small- 
business concerns. Such loans shall not 
provide any right in a Licensee to ac¬ 
quire any stock or other proprietary in¬ 
terest in the borrower, except through 
the medium of collateral security. 

(b) A Licensee shall not make any 
such loan if the purpose of such loan is 
to furnish the small business concern 
with financing for a period of less than 
five years’ duration. Any such loan shall 
not require repayments during the first 
five years at a rate exceeding twenty 
percent of principal per annum. 

(с) Any such loan shall have a stated 
maturity of not less than five years and 
all or any part of any such loan may be 
anticipated by the borrower on any in¬ 
terest payment date upon such terms as 
may be negotiated at the time of dis¬ 
bursement of the loan. The instrument 
or instruments evidencing any such loan 
shall be acquired by a Licensee simul¬ 
taneously with the disbursement of the 
loan funds and shall evidence the total 
principal amount, plus interest rate, re¬ 
quired to be paid by the small business 
concern, in consideration for the amount 
of loan funds disbursed. Such disburse¬ 
ment may be evidenced by an instrument 
or instruments in such form and sub¬ 
stance as may be negotiated between the 
Licensee and said concern consistent with 
the Act and regulations thereunder, pro¬ 
vided that the maturity or maturities 
set forth in such instrument or instru¬ 
ments shall not require repayment of the 
total principal amount evidenced by such 
instrument or instruments during the 
first five years at a rate in excess of 
twenty percent of the total principal 
thereof per annum. Whenever more than 
one instrument is employed, each instru¬ 
ment shall state on the face thereof the 
maturity date of the particular instru¬ 
ment and make reference to the maturity 
date(s) of the other instrument(s) con¬ 
stituting the disbursement. 

(d) Loans with maturities of less than 
five years may be made by a Licensee to 
a borrower when necessary to protect the 
interests of the Licensee in previously 
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issued long-term loans or Equity Securi¬ 
ties. Loans with maturities of less than 
five years’ duration will not be construed 
“to protect the interests of the Licensee” 
if the purpose of such short-term loan is 
to take care of routine short-term re¬ 
quirements of the small business 
concern. 

(e) Any such loan shall have a ma¬ 
turity of not exceeding twenty years; and 
such loans shall be of such sound value, 
or so secured, as reasonably to assure 
repayment. The Licensee may extend 
the maturity of or renew any such loan 
for additional periods, not exceeding ten 
years, if the Licensee finds that such ex¬ 
tension or renewal will aid in the orderly 
liquidation of such loan. 

(f) The maximum annual cost to the 
borrower charged by any Licensee for 
average outstanding unpaid net funds 
advanced shall not exceed the lesser of 

(1) such maximum annual cost to bor¬ 
rower as may be prescribed by applicable 
State or local law, (2) such maximum 
annual cost to borrower as may be speci¬ 
fied in the Licensee’s Proposal and Li¬ 
cense Application. Cost to borrower in¬ 
cludes all interest and discount, as well 
as all fees, commissions, charges, etc., 
against the borrower by the Licensee at 
the time the loan is granted or debt 
securities purchased, and such fees, 
charges, etc., shall be treated as addi¬ 
tional discount for this purpose. 

(g) All loans shall be based upon ne¬ 
gotiations between Licensees and small- 
business concerns. 

General Provisions 

§ 107.701 Amendments to Act and regu¬ 
lations. 

A Licensee shall be subject to all exist¬ 
ing and future provisions of the act and 
regulations issued thereunder. 

§ 107.702 Applicability of other laws, 
including disclosure to investors and 
stockholders. 

Each Licensee shall comply with all 
applicable State or Federal law affecting 
its operation, including, but not limited 
to, any and all State or Federal law re¬ 
quiring Licensee to furnish its investors 
and shareholders with financial reports 
containing full and complete disclosure 
of all matters significant to their in¬ 
terests. 

§ 107.703 Government liability. 

(a) Nothing in the act or in any regu¬ 
lations issued thereunder or in any other 
provision of law shall be deemed to im¬ 
pose any obligation or liability on the 
United States Government or any agency 
thereof, including SBA, with respect to 
any obligations entered into, or stocks 
issued, or commitments made, by any 
Licensee, or with respect to any other 
matter involving a Licensee. 

(b) No Licensee, in issuing or selling 
any security shall represent or imply in 
any manner whatsoever that such secur¬ 
ity has been guaranteed, sponsored, 
recommended, or approved by the United 
States or any agency or officer thereof, 
and a statement to such effect shall be 
included in any solicitations to investors. 
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§ 107.704 Activities of Licensee. 

(a) A Licensee shall engage in and 
conduct only the activities set forth in 
and contemplated under the act and shall 
not engage in or conduct any other 
activities. 

(b) A Licensee shall not amend its 
franchise authority to permit the con¬ 
duct of any activities other than as re¬ 
cited above. 

(c) (1) A Licensee shall not voluntarily 
at any time reduce or increase its paid-in 
capital and paid-in surplus without the 
prior written consent of SBA, and a Li¬ 
censee shall not change its investment 
policy, plans to raise additional capital, 
borrowing or other plans, previously sub¬ 
mitted to SBA in its Proposal or in any 
other document at any other time, with¬ 
out the prior written consent of SBA. 
Any change in the officers, directors, or 
owners of ten or more percent of its 
stock, as set forth in its proposal or 
otherwise previously submitted to SBA, 
shall be reported immediately to SBA. 
Such changes shall be filed in the form 
of a post licensing amendment and sub¬ 
ject to the approval of SBA as a condi¬ 
tion for the continuance of the License of 
such Licensee. Any conditions imposed 
by SBA in connection with the latter 
shall be complied with by the Licensee. 

(2) Without the prior written consent 
of SBA, a Licensee shall not have an 
officer or a director who at the same time 
is either an officer or director in any 
other Licensee, nor shall ten or more 
percent of the stock of any Licensee be 
owned or controlled, directly or indirect¬ 
ly, by any person owning or controlling, 
directly or indirectly, ten or more per¬ 
cent of the stock of any other Licensee: 
Provided, however, That an attorney 
performing legal services for Licensees 
may serve as a director, secretary or clerk 
for more than one Licensee. 

(d) Every Licensee which obtains in¬ 
vestment advisory services or manage¬ 
ment services on a continuing basis, per¬ 
formed for, or supplied to such Licensee 
by any person or other entity other than 
the directors, officers or employees in 
their capacities as such shall contract in 
writing for such services and such 
written contract shall specifically: 

(1) Describe such services; 

(2) Describe all compensation to be 
paid thereunder; 

(3) State the duration of the contract; 

(4) Provide for its termination by the 
Licensee, without penalty, on not more 
than 60 days’ written notice; 

(5) Provide for its automatic ter¬ 
mination in the event of its assignment 
by the person performing the service; 

(6) Provide for full disclosure to all 
interested parties whenever the person 
performing such services performs serv¬ 
ices for small business concerns doing 
business with the Licensee; 

(7) Be approved by a vote of a ma¬ 
jority of the outstanding voting securi¬ 
ties of the Licensee prior to such con¬ 
tract becoming effective; and 

(8) Be approved annually by a vote of 
a majority of the outstanding voting se¬ 
curities of the Licensee or by the vote of 
a majority of its Board of Directors, in¬ 
cluding the approval vote of a majority 


of those members of the Board of Direc¬ 
tors who are not parties to, or do not 
have a pecuniary interest, direct or 
indirect, in such contract. 

Every Licensee shall furnish SBA, for 
informational and record purposes, with 
a copy of each contract to which the 
foregoing applies, on or before the effec¬ 
tive date thereof. Contracts for ap¬ 
praisal, custodial, collection, bookkeep¬ 
ing, accounting and legal services shall 
not be considered advisory or manage¬ 
ment services for purposes of this part. 

(e) No financing or consulting or ad¬ 
visory services may be provided by a 
Licensee to a business concern unless 
the Licensee and such concern have 
executed SBA Form 480, 8 Size Status 
Declaration, and, based upon the in¬ 
formation contained therein and other¬ 
wise, the Licensee has determined that 
the business concern is a small business 
within the meaning of the definition of 
“small business concern” set forth in 
§ 107.12, or at the request of the Licensee 
or the concern, SBA has determined that 
the subject business concern is a small 
business concern within the meaning of 
§ 107.12. In the event financing or serv¬ 
ices are approved by a Licensee for a 
small business concern, the Licensee 
shall retain the completed SBA Form 
480, as a permanent part of the con¬ 
cern’s record with the Licensee. 

(f) No financing or consulting or ad¬ 
visory services may be provided by a 
Licensee to a small business concern 
unless such concern by and through its 
authorized agent shall have executed 

SBA Form _, 3 4 Certification of 

Intent, certifying that such concern 
intends to conduct a regular and con¬ 
tinuous business operation for a period 
of not less than five years from the date 
thereof. The Licensee shall be entitled 
to rely upon such Certification unless 
the Licensee has knowledge or has reason 
to believe that such concern does not 
in fact intend to conduct a regular and 
continuous business operation for a 
period of not less than five years there¬ 
after. The executed SBA Form shall be 
retained by the Licensee as a permanent 
part of the concern’s record with the 
Licensee. 


3 Filed with the Federal Register Office as 
part of the original document. Copies of 
SBA Form 480 (10-60), Size Status Declara¬ 
tion, together with instructions, are avail¬ 
able at the Office of the Deputy Administra¬ 
tor, Investment Division, Small Business 
Administration, 811 Vermont Avenue NW., 
Washington 25, D.C., and at all Regional 
Offices of the Small Business Administration, 
the addresses of which offices may be ob¬ 
tained from the Office of the Deputy Admin¬ 
istrator, Investment Division, Small Business 
Administration, 811 Vermont Avenue NW., 
Washington 25, D.C. 

4 Filed with the Federal Register Office as 
part of the original document. Copies of 

SBA Form_, Certification of Intent, are 

available at the Office of the Deputy Admin¬ 
istrator, Investment Division, Small Business 
Administration, 811 Vermont Avenue NW., 
Washington 25, D.C., and at all Regional 
Offices of the Small Business Administration, 
the address of which offices may be obtained 
from the Office of the Deputy Administrator, 
Investment Division, Small Business Admin¬ 
istration, 811 Vermont Avenue NW., Wash¬ 
ington 25, D.C. 
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§ 107.705 Consulting and advisory serv¬ 
ices. 

(a) Consulting and advisory services 
shall consist only of advice with respect 
to the financial, management and op¬ 
erating activities of a small business 
concern; and shall not include perform¬ 
ance by the Licensee of any financial, 
management or operating activity of the 
small business concern. 

(b) Consulting and advisory services 
may be provided by a Licensee to only 

(1) those small business concerns which 
meet the eligibility requirements under 
the Act and the regulations thereunder; 
and (2) another Licensee in connection 
with the financing of a small business 
concern with which the latter Licensee 
proposes to negotiate forthwith or is 
then in process of negotiation for financ¬ 
ing. 

(c) A Licensee may render consulting 
and advisory services to small business 
concerns for whom the Licensee does 
not provide financing: Provided, how¬ 
ever, That such services shall not con¬ 
stitute a major source of the income of a 
Licensee (including as part of Licensee's 
income the net income, before Federal 
income taxes, of said Licensee's sub¬ 
sidiary corporation under § 107.706). 

§ 107.706 Subsidiary corporation for 
consulting and advisory services. 

(a) A Licensee may organize and es¬ 
tablish a corporation which shall be, 
and remain, chartered for the sole and 
express purpose of providing on behalf 
of the parent-Licensee consulting and 
advisory services to small business con¬ 
cerns subject to the provisions of the 
Act and the regulations thereunder, in¬ 
cluding § 107.705, and including in addi¬ 
tion thereto: 

(1) All of the stock of the subsidiary 
corporation shall be owned and totally 
held by the individual Licensee that shall 
organize such subsidiary corporation; 
the parent-Licensee shall never sell, 
transfer or otherwise divest itself of any 
part of the stock of its subsidiary cor¬ 
poration, except that the parent-Licensee 
may transfer back part of the stock of its 
subsidiary corporation to the treasury 
of the subsidiary corporation and such 
stock shall be forthwith retired and can¬ 
celled. In the event of the liquidation 
of the subsidiary corporation, the char¬ 
ter of such corporation shall be sur¬ 
rendered and terminated. 

(2) Each officer or director of the sub¬ 
sidiary corporation must be at the same 
time either an officer or a director of the 
parent -Licensee. 

(3) The financial investment by the 
parent-Licensee in its subsidiary cor¬ 
poration shall not exceed one percent of 
the Licensee’s capital and surplus. Loans 
by the parent-Licensee to its subsidiary 
corporation shall not exceed one percent 
of the Licensee’s capital and surplus. 

( b> The parent-Licensee shall be re¬ 
sponsible for compliance by its subsid¬ 
iary corporation with the Act and the 
regulations. Reports submitted to SBA 
by the parent-Licensee shall reflect con¬ 
solidated figures covering the activities 
of both the parent-Licensee and its sub¬ 
sidiary corporation, and the subsidiary 
corporation shall make such separate 

No. 130—Pt. II-2 


FEDERAL REGISTER 

reports covering its activities to SBA 
as shall be required by SBA. The sub¬ 
sidiary corporation shall be subject to 
examinations by examiners selected or 
approved by SBA, and in the event of the 
failure by the subsidiary corporation to 
make reports or to submit to examina¬ 
tions as required by SBA, such failure by 
the subsidiary corporation may be acted 
upon by SBA as the failure of the par¬ 
ent-Licensee and shall subject the latter 
to any penalty provided in the Act or the 
regulations thereunder. 

§ 107.707 Services to banks or other 
financial institutions. 

A Licensee may render services for and 
receive compensation from banks or 
other financial institutions only in con¬ 
nection with the financing of, or the 
providing of consulting and advisory 
services to, a small business concern by 
the Licensee in participation or coopera¬ 
tion with such bank or other financial 
institution. 

§ 107.708 Aggregate limitation on in¬ 
vestments and loans. 

Without the prior written approval of 
SBA, the aggregate amount of loan obli¬ 
gations and Equity Securities of any 
single small business concern held, or for 
which commitments may be made, by 
any Licensee, shall not exceed twenty 
percent of the combined paid-in capital 
and paid-in surplus of such Licensee 
(including in such Licensee’s capital and 
surplus the outstanding amount of its 
SBA loan under section 302(a) of the 
act). 

§ 107.709 Conditions governing dis¬ 
bursement of SBA funds. 

(a) Prior to the disbursement of any 
funds to a Licensee under the authority 
of section 302(a) or section 303(b) of 
the Act, the Licensee, by and through its 
duly authorized officer, shall execute and 
deliver to SBA the following written cer¬ 
tification and statement on SBA Form 
No. 420. 6 

(b) Such certificate and statement 
may be qualified with such information, 
explanation, and data as the parties 
thereto may determine and establish as 
a part thereof; Provided, however, That 
upon the inclusion in any such certifi¬ 
cate and statement any such qualifying 
material SBA may withhold disburse¬ 
ment of all or any portion of the funds 
involved pending consideration thereof 
by SBA, and after such consideration 
SBA may thereupon or subsequently can¬ 
cel any commitment or other obligation 
to disburse all or any portion of the 
funds involved. If SBA shall determine, 
by examination or otherwise, that there 
is an impairment of capital, or that there 
has been a violation by the Licensee of 


8 Piled with the Federal Register Office as 
part of the original document. Copies of 
SBA Form 420, Certification and Statement 
and Request for Funds, together with in¬ 
structions, are available at the Office of 
the Deputy Administrator, Investment Divi¬ 
sion, Small Business Administration, 811 
Vermont Avenue NW., Washington 25, D.C., 
and at all Regional Offices of the Small Busi¬ 
ness Administration, the addresses of which 
offices may be obtained from the office of the 
Deputy Administrator, Investment Division, 
Small Business Administration, 811 Vermont 
Avenue NW., Washington 25, D.C. 


6163 

any provision of paragraph (a) of this 
section, SBA may withhold disburse¬ 
ment of all or any portion of the funds 
involved and may thereupon or subse¬ 
quently cancel any commitment or obli¬ 
gation to disburse all or any part of the 
funds involved. 

(c) Requests to SBA for funds under 
section 302(a) or section 303(b) of the 
act shall be submitted on SBA Form No. 
416, 6 which form in case of requests for 
financial assistance under section 302 
(a) of the act shall be submitted as a 
part of the License Application. 

§ 107.710 Idle operating funds. 

(a) A Licensee may invest funds not 
reasonably needed for current opera¬ 
tions, only in direct obligations of, or 
obligations guaranteed as to principal 
and interest by, the United States Gov¬ 
ernment. 

(b) Funds of a Licensee not employed 
in accordance with the provisions of 
sections 304 and 305 of the Act and the 
regulations thereunder, and not invested 
in accordance with paragraph (a) of this 
section, shall be retained in cash by the 
Licensee or placed on demand deposit 
with a commercial bank which is a mem¬ 
ber of the Federal Deposit Insurance 
Corporation. 

§ 107.711 Insurance. 

(a) A Licensee shall maintain fidelity 
or such other types of bonds or insur¬ 
ance as shall be required by SBA. 

(b) Each Licensee shall provide and 
maintain a fidelity bond in form ac¬ 
ceptable to SBA covering each officer or 
employee who has control over or access 
to cash, securities, or other property of 
the Licensee. Such bond shall cover all 
such persons and shall be approved by 
the board of directors of the Licensee for 
the protection of the Licensee. Brokers 
Blanket Bond, Standard Form No. 14, or 
other bond containing equivalent surety 
provisions, will be acceptable to SBA. 
Each such bond must be executed by a 
surety holding a certificate of authority 
from the Secretary of the Treasury under 
the act of Congress approved July 30, 
1947 (6 U.S.C., secs. 6-13) as an ac¬ 
ceptable surety on Federal bonds in the 
State or jurisdiction concerned. In lieu 
of the foregoing, a Licensee which sub¬ 
mits evidence satisfactory to SBA that it 
has suitable fidelity bond coverage in 
form and substance acceptable to SBA in 
an amount at least equal to the minimum 
coverage required for such company in 
the table set forth below may be consid¬ 
ered as having met the requirements of 
this section upon written approval by 
SBA. The minimum amount of fidelity 
bond for each Licensee acceptable to 
SBA shall be based upon the total 
amount of the assets of the Licensee plus 
the unpaid balance of loans and invest- 

6 Filed with the Federal Register Office as 
part of the original document. Copies of 
SBA Form 416, Loan Application, together 
with instructions, are available at the Office 
of the Deputy Administrator, Investment 
Division, Small Business Administration, 811 
Vermont Avenue NW., Washington 25, D.C., 
and at all Regional Offices of the Small Busi¬ 
ness Administration, the addresses of which 
offices may be obtained from the office of the 
Deputy Administrator, Investment Division, 
Small Business Administration, 811 Vermont 
Avenue NW., Washington 25, D.C. 
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merits which the Licensee has contracted 
to service for others, as follows: 

Minimum 


Assets coverage 

Up to $300,000-_ $20,000 

$300,001 to $400,000_ 25,000 

$400,001 to $500,000. 30, 000 

$500,001 to $750,000—- 40, 000 

$750,001 to $1,000,000_ 50, 000 

$1,000,001 to $2,000,000_ 75,000 

$2,000,001 to $3,000,000_ 100,000 

$3,000,001 to $4,000,000_ 125,000 

$4,000,001 to $5,000,000_ 150, 000 

$5,000,001 to $7,500,000_175,000 

$7,500,001 to $10,000,000_ 200, 000 

$10,000,000 and over--- (*) 


* $225,000 plus $10,000 for each $1,000,000 
or fraction thereof over $15,000,000, except 
that no Licensee shall be required to provide 
and maintain a fidelity bond in an amount 
greater than $1,000,000. 

§ 107.712 Identification of Licensee. 

(a) The corporate name shall be such 
as not to misinform or mislead interested 
parties and the public of the purpose and 
function of said company. Such corpo¬ 
rate name shall not include the words 
“United States”, “National”, “Federal”, 
“Reserve” or “Government.” The name 
shall not be so similar to that of another 
organization as to imply association with 
any other organization without prior ap¬ 
proval from such organization. 

(b) Each Licensee shall display its 
original License in a prominent place in 
or about its principal office; and a copy 
thereof shall be displayed likewise in or 
about any branch office or agency. 

(c) Advertisements, annual state¬ 
ments, solicitations to investors, any 
communication made by or at the behest 
of a Licensee intended as a public state¬ 
ment by said Licensee, or any printed 
matter, including stationery imprinted 
with the name of the Licensee, shall 
identify that Licensee as “a Federal Li¬ 
censee under the Small Business Invest¬ 
ment Act of 1958.” 

§ 107.713 Common tenancy. 

A Licensee shall not establish or main¬ 
tain an office or place of doing business 
which is located in the same physical 
premises or place of business of any other 
Licensee. A Licensee shall not have a 
common private entrance or a private 
connecting door or entrance with any 
other Licensee. 

§ 107.714 Branch offices and agencies. 

A Licensee shall not establish any 
branches or agencies except with the 
prior approval of SBA. If the establish¬ 
ment of such branch or agency does not 
occur within 60 days of such approval, 
such approval will be withdrawn. 

§ 107.715 Prohibited uses. 

No funds may be provided by a Li¬ 
censee for: 

(a) Re-lending by the small business 
concern; nor may funds be provided to 
a small business concern if the business 
activity of such concern involves the 
investing, lending, or other providing of 
funds to others in exchange for an equity 
interest or monetary obligation. 

(b) Purposes not contemplated by the 
act; 

(c) Purposes contrary to the public 
interest, including but not limited to 
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gambling enterprises and activities, and 
any purpose which would encourage 
monopoly or be inconsistent with ac¬ 
cepted standards of free competitive en¬ 
terprise; or 

(d) Use outside the States herein de¬ 
fined: Provided, however, That a Li¬ 
censee may provide funds to a small 
business concern which is subject to 
State or Federal jurisdiction, (1) for use 
in the domestic production of products 
for distribution abroad, or to acquire 
abroad materials for such operation or 
(2) for use in its branch operations 
abroad or for transfer to its controlled 
foreign subsidiary in exchange for 
further equity interest in or the mone¬ 
tary obligation of such foreign subsidi¬ 
ary; so long as the major portion of the 
assets and activities of such concern, af¬ 
ter funds are so employed, remains 
within the territorial jurisdiction of the 
United States. 

(e) Financing land speculations of 
small business concerns: Provided, how¬ 
ever, That small business concerns may 
use funds for the acquisition and prompt 
development of land. 

(f) Any corporation, individual, part¬ 
nership, or any other entity, that is not 
engaged in a business operation con¬ 
ducted as a regular and continuous ac¬ 
tivity. The mere ownership of property, 
and the collection of rents, income or 
profits therefrom, shall not constitute a 
business operation. Buying and selling 
property on a regular and continuous 
basis may constitute operation of a 
business; but leasing of property shall 
not constitute a business operation un¬ 
less the lessor is regularly and continu¬ 
ously engaged in performing services in 
connection with the marketing, opera¬ 
tion or maintenance of such leased 
property. 

(g) A small business concern which- is 
a customer of a vendor which owns or 
controls the Licensee, if the funds (or 
funds of the small business concern re¬ 
leased by such financing) are used by 
the small business concern to purchase 
items or services sold to the small busi¬ 
ness concern by such vendor. 

§ 107.716 Self-dealing limitation. 

(a) Self-dealing to the prejudice of 
SBA or the Licensee’s shareholders is 
prohibited. 

(b) Without the prior written approval 
of SBA, a Licensee shall not purchase 
Equity Securities of, or make a loan to, 
an officer or a director of the Licensee, 
or any person owning or controlling, di¬ 
rectly or indirectly ten or more percent 
of the stock of said Licensee, or any close 
relative of such officer, director, or stock 
owner or controller, nor shall the Licen¬ 
see purchase Equity Securities of or make 
a loan to any company in which such 
officer or director or such owner or con¬ 
troller of the Licensee’s stock, or his close 
relative is an officer or director or owns 
or controls ten or more percent of the 
stock of such company: Provided, fur¬ 
ther, That without the prior written ap¬ 
proval of SBA a Licensee shall not make 
such purchase of such securities or make 
such loan within six months after the 
termination of such officership or direc¬ 
torship in the Licensee, or within six 


months after the termination of such 
ownership or control of ten or more per¬ 
cent of the Licensee’s stock. Nothing 
herein contained is intended to preclude 
a Licensee from permitting an officer 
employee or representative from serving 
as a director, officer, or in any other ca¬ 
pacity in the management of a small 
business concern for the purpose of pro¬ 
tecting its investment in or loan to such 
concern. 

Examinations and Reports 
§ 107.801 Examinations. 

(a) Each Licensee shall be subject to 
examination by SBA. 

(b) Such examinations shall cover any 
and all matters as determined by SBA, 
and shall be conducted by SBA exam¬ 
iners or by any examiners selected or 
approved by SBA. 

(c) The cost of each examination 
made by other than SBA examiners shall 
be paid by the Licensee involved; and 
the cost of any examination made by 
SBA examiners, including the compensa¬ 
tion of such examiners, may, in the dis¬ 
cretion of SBA, be assessed against the 
company examined and when so assessed 
shall be paid by such company. 

(d) The time and manner of conduct¬ 
ing any such examination shall be de¬ 
termined by SBA in each case. 

(e) As such examination, SBA may 
accept an audit and examination 7 con¬ 
ducted by an independent certified public 
accountant, selected or approved by SBA, 
and a report thereof containing the 
accountant’s certificate required by 
§ 107.802, together with such addi¬ 
tional information as may be requested 
by SBA. 

§ 107.802 Reports. 

(a) Each Licensee shall keep current 
financial records in accordance with 
generally accepted accounting principles. 
All financial reports furnished to SBA 
by Licensees shall make full and com¬ 
plete disclosure of all matters relevant 
to the Act and Regulations. 

(b) At the time any financial report is 
furnished to investors and shareholders 
of a Licensee, such Licensee shall submit 
to the Investment Administration Divi¬ 
sion, Small Business Administration, 
Washington 25, D.C., three (3) copies 
of such report. 

(c) Each Licensee shall submit to 
SBA, at the end of the first six months 


7 See the Audit and Examination Guide for 
Small Business Investment Companies filed 
with the Federal Register Office as part of 
the original document. 

The Audit and Examination Guide for 
Small Business Investment Companies has 
been prepared by SBA to inform licensees 
and independent certified public accountants 
engaged by them as to SBA’s requirements 
concerning audits and examinations of 
SBICs. Copies of such Audit and Examina¬ 
tion Guide are made available to Licensees 
and their independent CPA’s through the 
Office of the Chief, Investment Administra¬ 
tion Division of the Small Business Adminis¬ 
tration, 811 Vermont Avenue NW., Washing¬ 
ton 25, D.C., and at all Regional Offices of the 
Small Business Administration, the addresses 
of which offices may be obtained from the 
Office of the Administrator of the Small 
Business Administration. 


















Saturday, July 8,1961 

period of each fiscal year, a report con¬ 
taining financial statements covering 
such six months prnod; at the end of 
each fiscal year a report containing fi¬ 
nancial statements for the fiscal year; 
and when requested by SB A, interim fi¬ 
nancial reports. The fiscal year to which 
such reports shall relate shall be for 
SBA purposes the period beginning April 
1 and ending March 31. 

(1) The report as of the end of each 
fiscal year shall contain, or be accom¬ 
panied by, an opinion by an independent 
certified public accountant, selected or 
approved by SBA, on the financial 
statements for the fiscal year included 
therein, unless a different twelve-month 
period to be covered by the annual 
audit is expressly given prior approval 
in writing by SBA. Such opinion shall 
be based on an audit conducted in ac¬ 
cordance with generally accepted audit¬ 
ing standards. 

(2) The accountant’s certificate shall 
be dated, shall be signed manually, and 
shall identify without detailed enumera¬ 
tion the financial statements covered by 
the certificate. The accountant’s certifi¬ 
cate shall state whether the audit was 
made in accordance with generally ac¬ 
cepted auditing standards; and shall 
designate any auditing procedures gener¬ 
ally recognized as normal, or deemed 
necessary by the accountant under the 
circumstances of the particular case, 
which have been omitted, and the rea¬ 
sons for their omission. Nothing in 
this section shall be construed to 
imply authority for the omission of any 
procedure which independent account¬ 
ants would ordinarily employ in the 
course of an audit made for the purpose 
of expressing the opinion required as 
stated hereinafter. The accountant’s 
certificate shall state clearly: (i) The 
opinion of the accountant in respect of 
the accounting principles and practices 
reflected in the financial statements 
and as to the fairness with which the 
financial statements present the finan¬ 
cial position of the Licensee at the audit 
date and the results of its operations 
for the period; (ii) the opinion of the 
accountant as to any material changes 
in accounting principles or practices or 
method of applying the accounting 
principles or practices, or adjustments 
of the accounts, which affect compara¬ 
bility of such financial statements with 
those of prior or future periods; and 
(iii) the nature of, and the opinion of 
the accountant as to, any material dif¬ 
ferences between the accounting prin¬ 
ciples and practices reflected in the 
financial statements and those reflected 
in the accounts after the entry of ad¬ 
justments for the period under review. 
Any matters to which the accountant 
takes exception shall be clearly identi¬ 
fied, the exception thereto specifically 
and clearly stated, and, to the extent 
practicable, the effect of each such ex¬ 
ception on the related financial state¬ 
ments given. 

(d) The financial reports required by 
this section to be submitted to SBA by 
Licensees shall be on the prescribed form 
constituting the Financial Report, SBA 
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Form 468, 8 which is designed for submis¬ 
sion in part or in its entirety. Part I 
requires statement of financial condition, 
statement of statutory capital and sur¬ 
plus, statement of income and expense, 
and statement of realized gain or loss on 
investments. Part n requires support¬ 
ing Schedules 1 through 7, and Part III 
requires supporting Schedules 8 through 
20. Part I, together with any sched¬ 
ule (s) of Parts II and III that may be 
specified, comprises the interim report 
required to be submitted, upon request 
by SBA, for any period of one month or 
more. Parts I and II comprise the re¬ 
port required to be submitted to SBA 
covering the first six months period of 
each fiscal year. Parts I, II, and m 
comprise the annual report required to 
be submitted to SBA covering the entire 
fiscal year. With the exception of the 
annual report upon which an independ¬ 
ent certified public accountant has ex¬ 
pressed an opinion, the Financial Report 
shall be submitted in triplicate to the 
Investment Administration Division, 
Small Business Administration, Wash¬ 
ington 25, D.C., on or before the last day 
of the month immediately following the 
close of the period covered by the report. 
Such annual report shall be submitted in 
triplicate to the Investment Administra¬ 
tion Division, Small Business Adminis¬ 
tration, Washington 25, D.C., on or 
before the last day of the third month 
following the close of the fiscal year to 
which such annual report relates. When 
the Licensee has one or more branch 
offices, the data contained in the basic 
financial statements and all supporting 
schedules shall comprise a consolidation 
of the figures for the principal office and 
all branches. All money amounts re¬ 
quired to be shown in the financial state¬ 
ments and schedules may be expressed 
in even dollars, at the option of the 
Licensee. If the financial data are ex¬ 
pressed in even dollars, appropriate ad¬ 
justments of individual amounts shall 
be made for the fractional parts of a 
dollar so that the items will add to the 
totals shown. The Financial Report 
prepared by each Licensee shall present 
fairly the financial pqsition of the 
Licensee as of the close of the period 
covered by the report and the results of 
the Licensee’s operations for such 
period, and shall be prepared in accord¬ 
ance with the detailed instructions given 
in paragraph (h) of this section. 

(e) The verification of the Financial 
Report shall bear the signature of the 
chief financial officer, or other officer au¬ 
thorized by the board of directors to 
sign in the event the chief financial offi¬ 
cer is unavailable. The date on which 
the signature is affixed shall be shown. 
When only Part I of the Financial Re¬ 
port is submitted, with or without any 
specified schedule (s) from Parts II and 


8 Form filed as a part of the original docu¬ 
ment. Licensees required to file a registra¬ 
tion statement under the Investment Com¬ 
pany Act of 1940 should refer to the rules 
and forms promulgated by the Securities and 
Exchange Commission, Washington 25, D.C., 
concerning the applicability of this report in 
fulfilling the Commission’s requirements for 
financial reports. 
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III, the signature shall be affixed in 
the space provided therefor in Part I; 
when Parts I and II of the Financial 
Report are submitted, the signature 
shall be placed in the space provided 
therefor in Part n and need not be af¬ 
fixed in Part I; and when Parts I, II, and 
III of the Financial Report are submit¬ 
ted, the signature shall be entered in the 
space provided therefor in Part III and 
need not be affixed in either Part I or 
Part II. When Parts I, II, and III are 
submitted, a secretarial officer of the Li¬ 
censee shall attest by signature to the 
fact that the minutes of a meeting of 
the board of directors of the Licensee 
show that the Financial Report compris¬ 
ing Parts I, II, and III has been reviewed 
and approved by the board of directors. 
All three copies of the Financial Report 
to be furnished to the Small Business 
Administration shall bear the original 
signature(s) of the verifying officer(s) 
in ink. 

(f) Whenever any assets are pledged 
as collateral or are earmarked for seg¬ 
regation under a negative pledge or sim¬ 
ilar agreement, the word “pledged” or 
the word “earmarked,” as appropriate, 
together with the amount involved, shall 
be shown in parentheses immediately 
following the appropriate asset title in 
the statement of financial condition, and 
the identity of the assets pledged or ear¬ 
marked shall be indicated in the support¬ 
ing schedules. Whenever amounts are 
classified as “current” and “noncurrent,” 
“current” shall refer to the amount ma¬ 
turing within one year and “noncurrent” 
shall refer to the amount maturing after 
one year. If, however, an amount will 
mature within one year but is not rea¬ 
sonably expected to be paid when due, 
it shall be classified as “noncurrent.” 

(g) Copies of the Financial Report, 
SBA Form 468, together with instruc¬ 
tions, are available at the Office of the 
Investment Division of the Small Busi¬ 
ness Administration, 811 Vermont Ave¬ 
nue NW., Washington 25, D.C., and all 
Regional Offices of the Small Business 
Administration, the addresses of which 
offices may be obtained from the Office of 
the Administrator of the Small Business 
Administration, 811 Vermont Avenue 
NW., Washington 25, D.C. 

(h) The Financial Report, SBA Form 
468, required to be used by all Licensees 
in making financial reports to SBA is 
designed to furnish the companies and 
SBA with the information needed for 
their respective purposes. The Finan¬ 
cial Report, SBA Form 468, D which is in¬ 
corporated in and expressly made a part 
of this section. 

(i) Each Licensee shall submit in trip¬ 
licate to the Investment Division, Small 


9 Form, as amended, filed with the Federal 
Register Office as part of the original docu¬ 
ment. Copies of SBA Form 468, Financial 
Report, as amended, together with amended 
instructions, are available at the Office of the 
Investment Division of the Small Business 
Administration, 811 Vermont Avenue NW., 
Washington 25, D.C., and at all Regional 
Offices of the Small Business Administration, 
the addresses of which offices may be obtained 
from the Office of the Deputy Administrator, 
Investment Division, Small Business Admin¬ 
istration. 
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Business Administration, Washington 25, 
D.C., at the end of the first six months’ 
period of each fiscal year, and at the end 
of the second six months’ period of each 
fiscal year, an activity report, showing 
by significant categories the amounts of 
the Licensee’s loan and equity financing 
transactions for the period covered by 
the report, in accordance with the in¬ 
structions contained in subparagraph (3) 
of this paragraph, for preparation of the 
Activity Report, SBA Form 477, 10 which 
form is incorporated in and expressly 
made a part of this section. The fiscal 
year to which such reports shall relate 
shall be for SBA purposes the period be¬ 
ginning April 1 and ending March 31. 
Such Activity Report shall be submitted 
on or before the last day of the month 
immediately following the close of the 
six months’ period covered by such 
report. 

(j) In addition to the reports required 
elsewhere in this section each Licensee 
shall, upon request by SBA, submit to the 
Investment Division, Small Business Ad¬ 
ministration, Washington 25, D.C., such 
other reports at such times and in such 
forms as SBA shall require. 

Compliance and Enforcement 
§ 107.901 Enjoiner of violations. 

Whenever in the judgment of SBA any 
person, including a Licensee, has en¬ 
gaged or is about to engage in any acts 
or practices which constitute or will con¬ 
stitute a violation of any provisions of 
the act or of any regulation thereunder, 
SBA may apply to a proper court for 
an order enjoining such act or practices 
or for an order enforcing compliance 
with such provision or regulation. 

§ 107.902 Forfeiture of License. 

Final determination by a court of the 
United States that a Licensee has vio¬ 
lated or failed to comply with any of the 
provisions of the act or regulations pre¬ 
scribed thereunder, shall thereupon ef¬ 
fect a forfeiture of the License of such 
Licensee. 

Interpretations 

§ 107.0100 Capital structure of licensees 

(interpreting section 302 of the Act). 

Whenever capitalization of Licensee is 
to consist of more than one class of stock 
the vdting rights and other rights and 
remedies may not be inequitable or dis¬ 
criminatory, and may not unduly con¬ 
centrate control or management of the 
Licensee through pyramiding, inequitable 
methods, or inequitable distribution. 
Full disclosure of all voting rights and 
other rights and remedies of all classes 


10 Filed with the Federal Register Office as 
part of the original document. Copies of the 
Activity Report, SBA Form 477, together with 
instructions, are available at the Office of the 
Deputy Administrator, Investment Division, 
Small Business Administration, 811 Vermont 
Avenue NW., Washington 25, D.C., and at all 
Regional Offices of the Small Business Ad¬ 
ministration, the addresses of which offices 
may be obtained from the Office of the Dep¬ 
uty Administrator, Investment Division, 
Small Business Administration, 811 Vermont 
Avenue NW., Washington 25, D.C. 
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of stock must be made to all shareholders 
prior to their purchase of stock. 

§ 107.0101 Repayment of subordinated 
debentures (interpreting section 302 
(a) of the Act). 

(a) Repayment of subordinated deben¬ 
tures must be made in such manner as 
not to reduce paid-in capital and surplus 
below the statutory minimum. This 
minimum is set by section 302(a) of the 
Act at $300,000, and subordinated deben¬ 
tures are deemed to be a part of capital 
and surplus for the purpose (among 
other things) of providing this minimum. 

(b) At the same time, the obligation 
of a Licensee to repay a subordinated 
debenture is absolute and binding, and 
is not limited to the availability of par¬ 
ticular funds. For example, although 
subordinated debentures may be repaid 
from borrowed funds, such repayment 
may not be made unless capital and sur¬ 
plus is simultaneously maintained at or 
above the $300,000 level. 

(c) Thus, Licensees should be aware 
of their obligations under the terms of 
the debenture, and these obligations 
should be provided for in a manner which 
will insure compliance with the minimum 
capital requirements imposed by section 
302 of the Act. 

§ 107.0102 Participation by SBA with 
a licensee under section 7(a) of the 
Small Business Act in an SB1C loan 
(interpreting sections 302 and 303 
of the Act). 

Sections 302 and 303 of the Small 
Business Investment Act of 1958 limit 
the nature and degree of financial assist¬ 
ance which SBA is authorized to provide 
Licensees in conjunction with the financ¬ 
ing which Licensees are empowered to 
render small business concerns. Under 
these limitations SBA cannot participate 
with a Licensee under section 7(a) of the 
Small Business Act or otherwise in loans 
made by Licensee to small business con¬ 
cerns. 

§ 107.0103 Aid for agriculture (inter¬ 
preting sections 304 and 305 of the 
Act). 

The program established by the In¬ 
vestment Act is to aid business concerns, 
and the assistance available through 
such program cannot provide financial 
or other assistance to concerns engaged 
in agricultural activities, namely, those 
involving the production of crops and 
livestock. In cooperation with the De¬ 
partment of Agriculture, SBA has estab¬ 
lished certain basic guidelines to aid in 
the determination whether an operation 
is a business or agricultural enterprise. 

(a) Concerns engaged solely or pri¬ 
marily in the purchase and resale of 
commodities, the manufacture, process¬ 
ing or marketing of commodities, or the 
sale of services to the public are consid¬ 
ered to be engaged in a business enter¬ 
prise. This includes the purchase of 
fruits, vegetables and flowers for resale, 
the packaging, freezing, or processing by 
other means, of meats, fruits, and vege¬ 
tables, the slaughter of livestock and 
poultry, the operation of warehouses and 
cold storage plants, feed mills, and the 
operation of a feed yard for cattle where 


income is derived from the service opera¬ 
tion of housing and feeding the animals 

(b) Concerns engaged solely or pri¬ 
marily in the production of agricultural 
commodities are considered to be en¬ 
gaged in an agricultural enterprise, 
which normally involves the cultivation 
of the land for the production of food 
and fiber. This would include concerns 
producing field crops, livestock, and 
nursery crops. 

(c) A concern which is engaged in an 
agricultural enterprise as well as a busi¬ 
ness enterprise will be classified accord¬ 
ing to the predominant part of its 
operations, considering the time devoted 
to agriculture and business and the in¬ 
come derived from each. 

§ 107.0104 Short-term loans by a li- 
censee (interpreting § 107.601(d)), 

The question has arisen as to whether 
a Licensee may purchase Equity Securi¬ 
ties from a real estate developer-builder 
and follow up with a less than five-year 
maturity construction loan to such 
builder. Such a short-term loan would 
not be within the exception of 107.601 (d), 
permitting loans for terms of less than 
five years when necessary to protect the 
interest of a Licensee in an existing long¬ 
term loan, Equity Securities or stock. 
The exception for short-term loans is an 
emergency privilege which is available 
only if unavailable and as a necessity for 
the protection of a prior loan or 
investment. 

§ 107.0105 Eligible investments for idle 
operating funds of SBICs (interpret¬ 
ing § 107.710). 

Under the provisions of § 107.710 a 
Licensee may invest funds not reason¬ 
ably needed for current operations in 
U.S. Treasury bonds, notes, certificates, 
and bills; U.S. Savings bonds, Series E 
and Series H; and Federal Housing Ad¬ 
ministration debentures. Investment is 
not permitted in securities of the Fed¬ 
eral Intermediate Credit Banks, Federal 
National Mortgage Association, Federal 
Home Loan Banks, Federal Land Banks, 
Banks for Cooperatives, or International 
Bank for Reconstruction and Develop¬ 
ment (World Bank). 

§ 107.0106 Employment of funds pro¬ 
vided small business concerns by li¬ 
censees (interpreting § 107.715(a)). 

(a) The question has been raised as 
to whether Licensee may provide loans 
to concerns known as professional as¬ 
sociations. Such associations would 
transfer the proceeds of loans from Li¬ 
censee to institutions and professional 
people in exchange for interest-bearing 
time notes. 

(b) Section 107.715(a) is interpreted 
to provide that funds supplied small 
business, concerns by Licensee may not be 
invested, loaned, or otherwise trans¬ 
ferred by such small business concerns 
for use by others in exchange for an 
equity interest or promise to repay. 
Therefore the type of financing described 
above is not permitted. Similarly, such 
funds may not be used for financing 
factoring operations, or for the purchase 
of commercial paper. 
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Appendix 

Note: The following forms axe illustrative 
of content only and are not meant to be 
exact facsimiles of the forms to be filed with 

SB A. 

SBA Form 525 -, 19__. 

Small Business Administration 


Total paid-in capital and surplus as pro¬ 
posed, including subordinated debentures. 

Less: Total organization expenses, incurred 
and proposed. 

Net paid-in capital and surplus, including 
subordinated debentures. 

(c) Other outstanding debt securities (if 
any). 

Part I—Instructions 


CERTIFICATION OF INTENT 

The licensee shall pbtain the execution 
hereof by the small business concern in¬ 
volved (applicant) prior to providing financ¬ 
ing, or consulting and advisory services to 

such concern. 


(Name and address of licensee) 


(Name and address of applicant) 


(Nature of applicant’s business) 
Certification 

Applicant, through its duly authorized of¬ 
ficer, hereby certifies that the named ap¬ 
plicant intends to conduct as a regular and 
continuous business operation for a period 
of not less than five (5) years from the date 
hereof the business operation for which ap¬ 
plication for financing, or consulting and 
advisory services is being made. This cer¬ 
tification is made for the purpose of securing 
financing, or consulting and advisory services 
from the above-named licensee and is made 
with full knowledge and understanding of 
the penalties provided for in Title 18, section 
1014, United States Code. 

(Name of applicant) 

By- -- 

Date_ 


United States of America 


Small Business Administration 
[SBA Form 414, Revised 9-60, Part IJ 

Proposal To Operate a Small Business In¬ 
vestment Company Under the Small Bus¬ 
iness Investment Act of 1958, as Amended 

Date_ _ 19__ 

(See Instructions) 

Item 1 . Name of proposed operator (exact 
name as specified in proposed Articles of 
Incorporation) _'_ 


Item 2. Proposed location of principal of¬ 
fice (to extent known) : 

City and zone_ 

Street and number___ 

County _ “ _ 

state _mm_mm 

Item 3. Agent for correspondence: 

Full name_ 

Street and number_ 

Telephone _ 

City and zone_ 

state_ 

Item 4. Proposed capitalization at start of 

business: 


(a) Capital stock__ $_ 

(Class) (Par value) 
per share, authorized _ shares, out¬ 
standing -shares, sales price per share 

v.- (cash). 

Resultant cash proceeds as paid-in capital 
and surplus $__ 


If more than one class of capital stock 

-- $-per share, authorized 

(Class) (Par value) 

. shares, outstanding __ shares, 

sales price per share $_(cash). 

Resultant cash proceeds as paid-in capital 
and surplus. 

Total paid-in capital and surplus from sale 

of stock. 


(b) Subordinated debentures proposed to 
h® sold to SBA. 


(References in parentheses are to act, 
amendments, and regulations in force as of 
date of this form and are for guidance only. 
Prior to filing of this proposal, refer to and 
read with care the applicable act, amend¬ 
ments, and regulations thereunder.) 

General. Proposal Form 414 is to be used 
by proponents for submission to the Small 
Business Administration for consideration 
for qualification to submit a license 
application. 

It is suggested that proponents not incor¬ 
porate the proposed operator until drafts of 
the proposed articles of incorporation and 
bylaws have been submitted as exhibits to 
Form 414 and have been approved by the 
Small Business Administration and a “notice 
to proceed’’ has been issued to proponents. 

The initials “SBA” and the words “pro¬ 
posed operator” and the “act” where used 
throughout this proposal shall be as defined 
in section 107.12 of the regulations. 

Format, etc. This SBA Form 414 and the 
exhibits required hereunder (unless such 
exhibits are excepted by specific instruc¬ 
tions) must be completed and submitted in 
quintuplicate to the SBA regional office 
nearest to the principal office of the proposed 
operator. Exhibits should be typed on a 
good quality bond paper for the original and 
on a good grade manifold paper for the 
copies, both of legal size. Each sheet of such 
exhibits must be identified at the top by a 
number reference to the related item, the 
caption designated for such item, and the 
name of the proposed operator. Separate 
sheets must be used for each exhibit and, 
where more than one sheet may be neces¬ 
sary for an exhibit, such sheets must be 
securely fastened together at the top edge. 
In responding to items, either include the 
text of the items or make complete state¬ 
ments which indicate to the reader coverage 
of the items without the necessity of his re¬ 
ferring to the text or the instructions 
thereto; do not include answers such as 
“yes,” “no,” or “inapplicable.” 

Disposition and action. Upon completion 
of its review, investigations, and evaluations 
of this proposal, SBA may call upon the pro¬ 
ponents to furnish additional information 
and substantiations considered to be in the 
interest of the proposal and of SBA’s evalu¬ 
ation. As soon as action has been taken on 
the proposal, the proponents will be notified 
and, if the proposal is approved, will be 
furnished with a -notice to proceed and a 
license application, SBA Form 415; which 
will specify the terms and conditions under 
which a license will be issued. (See sec. 
107.102, 107.201, 107.103, 107.202 of the 

regulations.) 

Other Government agencies. SBA is with¬ 
out authority to interpret, rule or advise 
with respect to any laws or regulations ad¬ 
ministered by the Securities and Exchange 
Commission (SEC), Internal Revenue Serv¬ 
ice or any other Federal, State, or local gov¬ 
ernment agency and with respect to the 
proponents’ or proposed operator’s responsi¬ 
bilities thereunder. Any opinions or rulings 
of such agencies with respect to such re¬ 
sponsibilities of the proponents or proposed 
operator will be duly considered by SBA in 
its determinations. 

SEC review. The proposed operator must, 
prior to the issuance of a license by SBA, 
submit evidence from the Securities and 
Exchange Commission that the proposed 
operator is not required to register as an in¬ 
vestment company under the Investment 
Company Act of 1940 and that the sale of 


its securities as presently proposed is not 
subject to registration under the Securities 
Act of 1933, or if registration is required 
under said acts, evidence satisfactory to SBA 
that the proposed operator has complied 
with such requirements. A copy of this pro¬ 
posal will be furnished by SBA to the SEC 
for concurrent review. Proponents should 
write to the SEC for a determination of the 
status of the proposed operator under those 
acts. 

Amendments. It is specifically called to 
the attention of the proposed operator that 
this proposal, when it is approved initially 
by SBA, will become a part of the license ap¬ 
plication and amendments thereto will re¬ 
quire approval of SBA. (See sec. 107.704 of 
the regulations.) Amendments should be 
submitted in all cases in quintuplicate as 
entire replacing pages, items or exhibits, in 
the same form and size as the original pro¬ 
posal and to the SBA regional office nearest 
to the principal office of the proposed opera¬ 
tor. Each original amended page so sub¬ 
mitted should be authenticated by the date 
and signature of an authorized officer or 
counsel for the proposed operator or licensee, 
and copies shall bear the date and signature 
of the same person. 

Note: The information to be furnished 
under the following items 5-15, inclusive, to 
be by exhibits. 

Item 5. Source of initial capital and ex¬ 
pansion plans —(a) Initial capital. (1) De¬ 
scribe plans for raising initial capital, as 
shown in item 4. Include the manner in 
which the securities of the proposed operator 
are to be offered; e.g., by sale to the general 
public or, if no offering is to be made to the 
general public, the names or number of per¬ 
sons to whom each class of security is to be 
offered, the relationship of such persons to 
the proposed operator, or its organizers, and 
whether such persons are to take the securi¬ 
ties for investment or whether they are to 
be taken for resale to others. Also, describe 
the manner in which the securities are to be 
offered; e.g., personal contact (indicating 
whether by paid salesmen or otherwise), use 
of printed sales literature, newspaper or 
other advertising, etc. 

(2) State the number of beneficial owners 
of each class of securities and the total num¬ 
ber of such owners, which it is estimated the 
proposed operator will have at the comple¬ 
tion of its initial financing. Where a 
corporation is to beneficially own 10 percent 
or more of the voting securities of the pro¬ 
posed operator, state the number of bene¬ 
ficial owners of all outstanding securities of 
that corporation. Also state whether the 
value of all securities owned by such corpo¬ 
ration, of licensed and/or proposed small 
business investment companies under the 
act, exceeds 5 percent of the value of the 
total assets of such corporation. 

(3) State whether it is intended to register 
any of the securities under the Securities 
Act of 1933. If not, state which exemption 
from registration is considered applicable 
(e.g., private offering exemption) and state 
the facts which are considered to be the 
basis for availability of such exemption. 

(4) State whether the proposed operator 
will register under the Investment Company 
Act of 1940 and, if not, indicate the excep¬ 
tion or exemption in that act relied upon to 
make such registration unnecessary. 

(b) Additional capital. (1) State plans, 
if any, during the first year of operation, for 
raising additional capital, by sale of capital 
stock and by sale of debt securities, to SBA 
and others. If to others, state whether such 
capital is to be raised through an offering to 
the general public or otherwise. 

(2) State plans, if any, for expansion of 
resources in second year or subsequent years 
of operation. 

Item 6. Status of organization — Availabil¬ 
ity of State charter, (a) If incorporated, 
state the date charter was issued and iden- 
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tify the Jurisdiction in which incorporated. 
If not incorporated, name the proposed State 
of incorporation. 

(b) If State charter has been obtained or 
is believed available, furnish an opinion of 
counsel for the proponents that the proposed 
operator is, or can be, chartered under State 
law to conduct, in the area defined under 
item 7 hereof, only the activities described 
under title in of the act, in accordance with 
and subject to the provisions and purpose 
of the act and subject to regulations pre¬ 
scribed by SBA under the act. 

(c) Submit as exhibits the proposed or 
actual charter or articles of incorporation, 
showing the names of the incorporators and 
the proposed or actual bylaws of the proposed 
operator. 

Item 7. Area of operations —(a) Definition 
of area. Define the precise geographical 
area(s), naming States or other political sub¬ 
divisions, in which the business of the pro¬ 
posed operator will be principally carried 
on, and indicate the locations in which 
branch offices or agencies are proposed to be 
established within 60 days following receipt 
of a license and the area to be served by 
each. 

(b) Authorization in other States. If the 
area defined in paragraph (a) above includes 
one or more States in addition to the pro¬ 
posed State of incorporation, furnish an 
opinion of counsel that the proposed operator 
can obtain authority or will otherwise be 
entitled to conduct, immediately upon the 
issuance of a license, its franchise powers in 
full in such other State(s), in accordance 
with the provisions of its charter, the act 
and regulations prescribed thereunder. 

Item 8. Need for proposed operator in the 
area. State the business and economic fac¬ 
tors which indicate a need for establishment 
of the proposed operator in the area(s) de¬ 
fined in item 7 above. 

Item 9. Plan of operations. State fully the 
general plan of operations, including in de¬ 
tail, insofar as practicable, the following: 

(a) Proposed officers and other operating 
personnel, with a description of their func¬ 
tions (exclusive of those mentioned in the 
bylaws) and their rates of compensation. 
Submit as an exhibit a copy of any employ¬ 
ment contract with any such person. 

(b) Proposed use of physical equipment, 
quarters or personnel of others, including a 
description of such arrangement, if any. If 
the arrangement is for a fee and with any 
person specified in section 107.716(b) of the 
regulations, specifically describe the services 
to be supplied to, or performed for, the pro¬ 
posed operator and the amount of compen¬ 
sation to be paid therefor. A copy of any 
contract for such services should be submit¬ 
ted as an exhibit. If such services are to be 
furnished by others without charge, submit 
evidence of the authority of such persons to 
supply such services. 

(c) Any proposed consulting and advisory 
services to be performed for small business 
concerns with the fees to be charged for such 
services. 

(d) Use of investment advisers, finders, 
consultants or business managers. (See sec. 
107.704(d) of the regulations.) 

Item 10. Policy. Describe the proposed 
policies of the proposed operator with re¬ 
spect to each of the following matters: 

(a) Investment policy. (1) Concentration 
of investments in particular industries or in 
particular types of small business concerns. 

(2) The maximum percentage of voting 
securities of any one small business concern 
which it proposes to acquire, directly or 
through conversion or through the exercise 
of a warrant, right, or stock option. 

(b) Interest, discount, and other charges 
on loans. (1) State the maximum aftinual 


interest rate and maximum discount per¬ 
mitted by local law in the operating area 
to be charged on equity type securities evi¬ 
dencing a debt and long term loans to in¬ 
corporated and to unincorporated small busi¬ 
ness concerns. (See sec. 107.501 and 107.601 
of the regulations.) 

(2) State the maximum annual cost, item¬ 
ized as to interest, discount and other 
charges, to be charged to any borrower in 
consideration of net funds advanced, for 
both single payment or installment type 
loans, with annual cost computed as a per¬ 
centage of average outstanding (unpaid) net 
funds advanced. 

In computing “net funds advanced” for 
this purpose, charges made by the proposed 
operator against the small business concern 
at the time of the granting of the loan for 
investigations, screenings, credit reports, ap¬ 
praisals, financial reports, legal services, com¬ 
missions, etc., must be added to any discount 
and correspondingly reduce such “net funds 
advanced.” 

(c) Internal controls of funds and port¬ 
folio securities. Safeguarding procedures in¬ 
volving custody of securities and approval of 
disbursements of cash and withdrawal of 
securities from safekeeping. 

(1) As to the custody of securities: 

(1) State the name, principal business ad¬ 
dress and the nature of the business of any 
person who is to act as custodian of the 
securities of the proposed operator and de¬ 
scribe the arrangements under which such 
securities are to be held. 

(2) Approval of disbursements and with¬ 
drawals : 

(i) Specify which officers, two or more of 
whom will be required to sign all checks of 
the proposed operator and all authorizations 
for the withdrawal of securities from safe¬ 
keeping, or 

(ii) Specify safeguarding procedures which 
will be followed involving dual approval by 
specified officers of disbursements and with¬ 
drawals of securities from safekeeping. 

Item 11. Management and control —(a) 
Relationship. List by name and address the 
following persons, corporations, partnerships 
and other entities, and show in tabular form, 
(i) the proposed title or relationship of each 
to the proposed operator, and (ii) the 
amount and percentage of each class of cap¬ 
ital stock and other securities of the pro¬ 
posed operator to be owned by each directly 
or indirectly: 

(1) AIL persons who are or who it is pres¬ 
ently contemplated will be officers or direc¬ 
tors of the proposed operator, and each per¬ 
son who, individually or in concert with 
others, will directly or indirectly control, 
the affairs and operations of the proposed 
operator, and 

(2) Each person, corporation, partnership, 
trust, or other entity, which owns or pro¬ 
poses to own, either directly or indirectly, 
5 percent or more of the voting securities 
issued or to be issued by the proposed oper¬ 
ator. Where a corporation is to beneficially 
own 10 percent or more of the voting secu¬ 
rities of the proposed operator, state the 
names and addresses of all beneficial holders 
of 10 percent or more of the voting secu¬ 
rities of that corporation. 

(b) Arrangements affecting control. As 
to each person, corporation, etc., named in 
response to (a) above, &nd as to all capital 
stock owned or to be owned by each, as 
stated abover furnish the material and sub¬ 
stantive details of all arrangements existing 
or presently contemplated, whereby: 

(1) Sharec owned or to be owned directly 
are to be owned indirectly by other persons; 

(2) Shares owned or to be owned, either 
of record or beneficially, are to or may be 
transferred, or resold to others; 


(3) Shares are now subject, or are to be 
made subject to any loan or pledge incident 
to the purchase thereof; 

(4) Shares are to be subject to any under¬ 
standing or commitment as to exercise of 
voting rights. 

(c) Qualifications of management. (i) 
Furnish, with respect to each present or 
proposed officer and director listed under (a) 
above, a separate sheet showing the following 
information: Name and address; a'summary 
of business or other vocational experience 
during the past ten years—stating the pe¬ 
riods of each primary activity and the names 
of the firms, concerns or entities with which 
associated; title, position and ownership in¬ 
terest in such concerns; basic functions and 
responsibilities; and a summary of any spe¬ 
cial experience or qualification pertinent to 
the proponents’management responsibilities; 

(2) List all business concerns with which 
each person listed under item (a) above is 
presently affiliated as an officer, director, or 
by way of direct or indirect ownership of 
10 percent or more of any class of stock of 
such concerns, by way of direct or indirect 
control, or by way of any other affiliation, 
showing names and addresses of such con¬ 
cerns, and details of relationship and own¬ 
ership. 

Item 12. Previous Government financing. 
List the assistance received from, requested 
of, or refused _by, either the Small Business 
Administration or the Reconstruction Fi¬ 
nance Corporation, to the extent that any 
phase of such assistance, request or refusal 
may have occurred, existed or remained 
pending during any part of the last 5 years 
as to the following: 

(a) Each person named in item 11(a), 

(b) Any company controlling any such 
person, or 

(c) Any company directly or indirectly, 
controlled by any such person, individually 
or in concert with others. State the name 
of each person, related company, and Gov¬ 
ernment agency, and show the original 
amount, the date and the balance, if any. 

Item 13. Small business investment com¬ 
pany affiliations. List persons named in 
item 11(a) who have or contemplate direct 
or indirect ownership of stock in any other 
small business investment company, or have 
other affiliations therewith, and show the 
names of such companies and the percent 
of stock ownership involved or such other 
affiliation. 

Item 14. Disclosure of any family relation¬ 
ship or financial interest of any SBA em¬ 
ployee. List the names of any SBA em¬ 
ployees or advisory board members who are 
related by blood, marriage, or adoption to, 
or who have any present or have had any 
past, direct or indirect, financial interest in 
or in association with the proponents. 

Item 15. Names of attorneys, accountants, 
and other parties. List the names, addresses, 
description of services, total compensation 
to be paid and compensation already paid, 
of all attorneys, accountants, appraisers, 
agents, and all other parties (whether indi¬ 
viduals, partnerships,. associations or corpo¬ 
rations) engaged by or on behalf of the 
proposed operator, whether on a salary, re¬ 
tainer or fee basis and regardless of the 
amount of compensation, for the purpose 
of rendering professional or other services 
of any nature whatever to proposed operator 
or proponents, in connection with the prep¬ 
aration or presentation of this proposal. 

Item 16. Declaration of proponents, (a) 
We, the undersigned proponents, number¬ 
ing -persons, are identified in the ex¬ 

hibits to item 11 above as being all the 
officers and directors of the proposed oper¬ 
ator, either proposed or duly elected, and 
all those persons who otherwise own or pro- 
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pose to own, directly or indirectly, 5 percent 
or more of the voting stock of the proposed 
operator. We represent that all information 
submitted in this proposal and in the ex¬ 
hibits submitted therewith, or in connection 
therewith, is true and complete to the best 
knowledge and belief of each one of us. 

(b) We hereby propose that the proposed 
operator be approved in all respects to oper¬ 
ate under the Small Business Investment Act 
of 1958, as amended, subject to complete 
compliance by the proponents and the pro¬ 
posed operator with all applicable provisions 
of said act, and the pertinent regulations, 
of the Small Business Administration. 

(c) Subject to the issuance of a SBA li¬ 
cense to the proposed operator, we hereby 
covenant that, prior to or simultaneously 
with such issuance of a license, we will : 

(1) Furnish the Small Business Adminis¬ 
tration with evidence satisfactory to it that 
the capital and surplus to be provided as 
stated in paragraphs 4 (a) and (b) of the 
proposal, and represented by cash, will have 
been duly paid in to the proposed operator, 
and the shares of capital stock will have been 
duly issued therefor to the persons entitled 
to receive same, provided however that the 
proposed operator shall be legally entitled to 
effect such transactions, or 

(2) Enter into such escrow arrangement 
with such banking institution, as both may 
be approved by the Small Business Adminis¬ 
tration, which will effect the same results as 
provided for in paragraph 4a, above, at the 
earliest time the proposed operator shall be¬ 
come legally entitled to effect such trans¬ 
actions. 

(3) Take all actions necessary to comply 
with all applicable Federal, State, and 
municipal laws, and will furnish the Small 
Business Administration such evidence 
thereof as it may require. 

(d) We, by our signatures below, certify 
that: Except as stated in the exhibit to item 
15 of the proposal, no one of us has paid or 
incurred any obligations to pay, directly or 
indirectly, or has caused the proposed oper¬ 
ator to so pay or to incur any obligation to 
so pay, any fee or other compensation for 
obtaining the approval herein proposed. 


^ (Signature) 

(Signature) 

(Signature) 

(Typed name) 

(Typed name) 

(Typed name) 

(Signature) 

(Signature) 

(Signature) 

(Typed name) 

(Typed name) 

(Typed name) 


Proponents should immediately notify SBA 
of any change in or addition to the infor¬ 
mation set forth above. 


United States of America 
Small Business Administration 


[SBA Form 414 (8-60), Part II] 
Statement of Personal History 


Instructions. This form shall be sub¬ 
mitted in triplicate to the SBA regional 
office with which part I, SBA Form 414, is 
filed. AH questions must be answered by 
all proposed officers, directors and each per¬ 
son who will own 10 percent or more voting 
stock of the proposed operator. 

Name and address of proposed operator 


(Street, city, and State) 

1. Personal statement of: 

First name in full__ 

Middle name in full_ 


Last 


(If none, so state) 


2. Date of birth: 


(Month, day, and year) 

3. Place of birth: 


(City and State or foreign country) 

4. Citizen of United States? 

□ Yes □ No 

5. Starting with present address list resi¬ 
dence addresses in last 10 years: 

From _to _ 

Address _ 

6. Starting with present employer list all 
employers in last 10 years: 

From _ to __ 

Employer _ 

Address _ 

Position held_ 

7. List three character references: 

Full name _ 

Home or business address__ 

Business or occupation__ 

The information on this form will be used 
in connection with an investigation of your 
character. Any additional information you 
wish to submit should be set forth below. 
If more space is needed, continue on addi¬ 
tional sheets and attach hereto. Affix signa¬ 
ture and date at end of statement. 

For agency use: No.__ 


(Signature) 

(Title’)’" 

(Date) 


United States of America 
Small Business Administration 
[SBA Form 416 (3-61) Part I] 

License Application 

Application for license to operate as a 
small business investment company under 
the Small Business Investment Act of 1958, 
as amended. 

Instructions. 

1. This form and all exhibits, appropri¬ 
ately identified, must be filed in quadrupli¬ 
cate with the appropriate Regional Office of 
SBA. 

2. This form may be submitted only by a 
proposed operator named in a proposal sub¬ 
mitted on SBA Form 414, and only after 
the proponents named therein have received 
from SBA a notice to proceed to take action 
necessary to qualify the proposed operator 
to execute and submit this license appli¬ 
cation. 

3. This license application must be filed in 
accordance with any requirements contained 
in the aforementioned notice to proceed and 
within 90 days of the date thereof. 

4. This form consists of two parts. Part 
I will be filled out and signed in all cases. 
Part II will be filled out and signed only if 
SBA funds are being requested pursuant to 
section 302 of the act. 

Name of proposed operator as specified in 
charter 


Address of principal office 


Name of agent for correspondence 
Address of agent 


Telephone number of agent 


1. Organization. Proposed operator was 

incorporated on (date)__ under the 

laws of (State)_ 

2. Request for license and offer to conduct 
business. The proposed operator hereby re¬ 
quests SBA to issue to it a license for opera¬ 


tion under the Small Business Investment 
Act of 1958, as amended, and the regulations 
thereunder, in the following area:_ 

The proposed operator hereby offers to 
SBA to conduct, in its aforesaid operating 
area, immediately upon the grant of a li¬ 
cense to it, only the activities described 
under title III of the Small Business In¬ 
vestment Act of 1958, as amended, and the 
regulations thereunder, and in accordance 
with and subject to the provisions and pur¬ 
poses of the act. 

3. Exhibits. The following exhibits are 
submitted herewith and constitute a part of 
this license application: 

a. Articles of incorporation, or charter, of 
the proposed operator, certified by the Secre¬ 
tary of State, or other appropriate authority; 
certified copies of certificates of authority 
(certified by the secretary of State, or other 
appropriate authority) evidencing authority 
of the proposed operator to conduct its ac¬ 
tivities in States other than the State of 
incorporation, if any; together with such 
other evidence that SBA may deem neces¬ 
sary to provide the authority and right of 
the proposed operator to conduct, immedi¬ 
ately upon the issuance of a license, its full 
franchise powers in each jurisdiction of its 
proposed operating area. 

b. Bylaws of proposed operator, certified 
by appropriate corporate official. 

c. Certified copies of minutes of corporate 
meeting at which present directors were 
elected. 

d. Certified copies of minutes of the meet¬ 
ing of directors at which the present cor¬ 
porate officers were appointed. 

e. Certified copies of a resolution of the 
board of directors authorizing the execution 
and submission of this license application. 

f. Actual balance sheet of the proposed 
operator as of the date of this license appli¬ 
cation, verified by an authorized officer. 
This balance sheet should evidence that the 
proposed operator has a paid-in capital and 
surplus equal to at least $300,000 (exclusive 
of organizational expenses) in cash or in 
eligible Government securities, as defined in 
section 107.0105 of the regulations, at their 
immediately realizable amount, on hand, in 
banks, or in escrow for release to the pro¬ 
posed operator, contingent solely upon the 
issuance of a license; however, the aggre¬ 
gate principal amount of subordinated de¬ 
bentures, if any, of the proposed operator 
for which SBA’s commitment to purchase is 
requested in part II hereof, shall be deemed 
to be a part of the paid-in capital and sur¬ 
plus of the proposed operator for this pur¬ 
pose. The name of the bank or banks, if 
any, in which such cash is on deposit, and 
copies of any escrow agreement should ac¬ 
company the required balance sheet. (See 
sec. 107.202(c) of the regulations.) 

g. Evidence issued by the Securities and 
Exchange Commission that the securities of 
the proposed operator presently proposed to 
be sold, as set fortlvin its proposal, are not 
required to be registered under the Securi¬ 
ties Act of 1933 and that the proposed opera¬ 
tor is not required to register as an invest¬ 
ment company under the Investment 
Company Act of 1940; or, if such registration 
is required, evidence satisfactory to SBA that 
the proposed operator has complied with 
such requirements. 

h. A written opinion of counsel for the 
Proposed Operator to SBA stating that: 

(1) the proposed operator has complied 
with all applicable local, State, and Federal 
laws in the formation and organization of 
the company; 

(2) the proposed operator, in selling its 
stock to obtain the required capital and sur¬ 
plus, has complied with every law, regulation 
and obligation relating to or controlling the 
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sale of its stock and is and will be authorized 
and entitled to receive and retain the funds 
paid to or to be paid to it by each entity 
in consideration for said stock issued or to 
be issued by the proposed operator; and 

(3) the proposed operator is authorized 
under existing charter, bylaws and otherwise 
to issue its stock to all small business con¬ 
cerns, pursuant to section 304(c) of the act, 
as amended, forthwith and independent of 
any preemptive or similar rights or limita¬ 
tions. 

(4) The proposed operator is chartered by 

the State of_to conduct, in its 

proposed operating territory, or area, only 
the activities described under Title III of 
the Small Business Investment Act of 1958, 
as amended, in accordance with, and subject 
to, the provisions and purposes of the act 
and in accordance with, and subject to, regu¬ 
lations prescribed by SBA under the act. 

(5) The proposed operator is authorized 
and entitled to conduct said franchise powers 
in full in each Jurisdiction to be named in 
its license as part, or all, of its operating 
territory, or area, immediately upon the 
issuance of a license. 

4. Representations. All statements made 
in this license application and in the at¬ 
tached exhibits are considered material rep¬ 
resentations, and all exhibits are a material 
part hereof and are incorporated herein as 
if set out in full in the license application. 
The proposal heretofore submitted in which 
the proposed operator named above was so 
designated, and all amendments and exhibits 
thereto, are considered material representa¬ 
tions and are incorporated herein and made 
a part hereof as if set out in full in this 
license application. The undersigned cor¬ 
poration hereby agrees to pay to SBA the 
sum of $100 upon issuance of a license, if 
granted. 

5. Signature. (Sign and attest here.) 


(Name of proposed 
^ operator) 

[corporate By - 

seal] (Signature) 


(Typed name) 


(Title) 

Attest: 


(Secretary of proposed 
operator) 

Dated this_day of-- 19__. 


[SBA Form 415, (3-61). Part II] 

Application for Agreement To Purchase 
Subordinated Debentures 

To be filled out and signed only if SBA 
funds are requested pursuant to section 302 
of the act. 

Requests for disbursement of any funds 
pursuant to any SBA commitment must be 
made on SBA Form 420. 

1. Pursuant to the provisions of section 
302(a) of the Small Business Investment 
Act of 1958, as amended, and the regulations 
thereunder, the proposed operator hereby 
requests SBA to agree to purchase not in 

excess $_principal amount of its 5 

percent subordinated debentures, such 
amount being necessary to provide the pro¬ 
posed operator with an initial minimum of 
paid-in capital and surplus, in cash or in 
eligible Government securities, as defined in 
section 107.0105 of the regulations (exclu¬ 
sive of funds required to satisfy organiza¬ 
tion expenses), equal to $300,000. One ex¬ 
ecuted and three conformed but undated 
copies of said subordinated debenture are 
submitted herewith as exhibit (i) to this 


application. SBA is hereby authorized to in¬ 
sert the date on said subordinated debenture 
to coincide with the date of the license, if 
granted. 

The proposed operator hereby certifies that 
the funds to be so obtained from SBA are 
not available from private sources for the 
subject venture. 

The proposed operator hereby certifies that 
it is not and will not be owned substantially 
or controlled by any parties or interests 
which own or will own substantially or con¬ 
trol any other proposed operator or licensee. 

Note: Completion of this Item will be 
deemed to be a request submitted on Form 
416, for the purpose of meeting the pro¬ 
visions of § 107.709(c) of the regulations. 

2. The following exhibits are submitted 
herewith and constitute a part of this license 
application: 

(i) One executed and three conformed 
copies of the subordinated debenture. 

(j) A written opinion of counsel for the 
proposed operator to SBA stating that the 
proposed operator is empowered to issue its 
subordinated debenture to SBA and such 
debenture, upon issuance, will be valid and 
enforceable against the proposed operator, 
in accordance with the terms thereof. 

(k) Certified copies of the resolution of 
the board of directors authorizing the issu¬ 
ance and sale of the subordinated debentures 
to SBA. 

3. Signature. (Sign and attest here only 
if SBA funds are requested.) 


(Name of proposed 
operator) 

[corporate By _ 

seal] x - (Signature) 


(Typed name) 


(Title) 

Attest: 


(Secretary of proposed 
operator) 

Dated this_day of_, 19__. 


Small Business Administration 
[SBA Form 480 (10/60)] 

Size Status Declaration ^ 

The licensee shall date and execute this 
declaration (see Instruction No. 3 below) 
and shall obtain the execution hereof by the 
business concern involved (applicant) prior 
to providing financing, or consulting and 
advisory services to such concern. Part A 
is to be completed by the applicant in all 
cases. If any question in part A, except 
question 1, is answered “yes,” part B is to 
be completed by the applicant. 

Name and address of licensee. 

Name and address of applicant. 

Form of organization of applicant (corpo¬ 
ration, partnership, etc.). 

Affiliation. (Applicant (is) (is not) affili¬ 
ated with any other concern (see definition 
of affiliates on p. 2). If affiliated, explain 
fully on an attached sheet. 

Part A 

1. Is applicant (including affiliates) dom¬ 
inant in its field of operations? (A concern 
is not dominant in its field of operations 
when it does not exercise a controlling or 
major influence in a kind of business activ¬ 
ity in which a number of business concerns 
are primarily engaged. In determining 
whether dominance exists, consideration 
shall be given to all appropriate factors 
including volume of business, number of 


employees, financial resources, competitive 
status or position, ownership or control of 
materials, processes, patents and license 
agreements, facilities, sales territory, and 
nature of business activity.) □ Yes Q No 

2. Does applicant (including affiliates) 
have total assets amounting to more than 
$5,000,000? (Total assets are assets less any 
valuation reserves.) □ Yes □ No 

3. Does applicant (including affiliates) 
have net worth in excess of $2,500,000? 
□ Yes □ No 

4. Did applicant (including affiliates) 

have net income after Federal income taxes 
averaging over $250,000 per annum during 
the preceding 2 years (such average net 
income computed without benefit of any 
carryover loss) ? □ Yes □ No 

Applicant, through its duly authorized 
officer, hereby certifies that all information 
contained herein and in attachments hereto 
is true and complete to the best of its 
knowledge and belief: 


(Name of applicant) 

By- 

(Signature of officer) 


(Title) 

Date_ 

Instructions for licensee. 

1. If the answer to question 1 of either 
part A or part B is “yes,” applicant cannot 
be considered to be a small business concern. 

2. This declaration should not be signed 
by the licensee unless— 

(a) All answers to questions in part A 
are “No.” 

or 

(b) Answers to question 1 and the appli¬ 
cable paragraphs of question 2 of part B 
are “No.” 

3. This declaration may be signed by the 
licensee when there has been an investiga¬ 
tion to obtain facts enabling the licensee to 
conclude that the applicant is a small busi¬ 
ness concern within the requirements of the 
Small Business Investment Act of 1958, as 
amended, and the regulations of SBA 
thereunder. 

Licensees certificate. 

Based upon all the information available 
to us, including all information and facts 
obtained through our own investigation, the 
licensee named hereinabove has concluded 
that applicant is a small business concern 
within the requirements of the Small Busi¬ 
ness Investment Act of 1958, as amended, 
and the regulations of SBA thereunder. 

By.-. 

(Signature of officer) 


(Title) 

Date--- 

INSTRUCTIONS 

General. This size status declaration is re¬ 
quired by section 107.704(e) of the regula¬ 
tions under the Small Business Investment 
Act of 1958, as amended, to be executed by 
the business concern and 4he licensee prior 
to providing financing, or consulting and 
advisory services, to the concern. 

The licensee is required to keep this com¬ 
pleted form as a permanent part of the ap¬ 
plicant’s record with the licensee. 

Section 107.12 of the regulations under the 
Small Business Investment Act of 1958, as 
amended, defines Small Business Concern 
for purposes of said act as follows: 

“A small business concern for the purpose 
of receiving financial or other assistance from 
v small business investment companies is a 
business concern which: 

“(a) Together with its affiliates, is inde¬ 
pendently owned and operated, is not domi- 
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nant in its field of operation, does not have 
assets exceeding $5,000,000, does not have 
net worth in excess of $2,500,000, and does 
not have an average net income, after Fed¬ 
eral income taxes, for the preceding 2 years 
in excess of $250,000 (average net income to 
be computed without benefit of any carry¬ 
over loss); or ) 

“(b) Qualifies as a small business concern 
under § 121.3-10 of part 121.” 

(A copy of part 121, Small Business Size 
Standards Regulation, is furnished with this 
form but should not be filed with the form.) 

Affiliates. The fact that the applicant may 
be a division of a company, a subsidiary or 
affiliate, must be considered in making a 
size determination, even though the appli¬ 
cant and its affiliates are not engaged in the 
same field of operation. In making a size 
determination the total size of the applicant 
and its affiliates, regardless of business ac¬ 
tivity, must be considered. 

Business concerns are affiliates of each 
other when either directly or indirectly (1) 
one concern (other than an investment com¬ 
pany licensed under the Small Business In¬ 
vestment Act of 1958 or registered under the 
Investment Company Act of 1940, as 
amended), controls or t has the power to 
control the other, or (2) a third party (other 
than an investment company licensed under 
the Small Business Investment Act of 1958 
or registered under the Investment Company 
Act of 1940, as amended), controls or has the 
power to control both. In determining 
whether concerns are independently owned 
and operated and whether or not affiliation 
exists, consideration shall be given to all ap¬ 
propriate factors including common owner¬ 
ship, common management and contractual 
relationships. 

The following is a list of factors, the exist¬ 
ence of any of which raises a presumption 
of affiliation : 

(1) Common ownership. When a signifi¬ 
cant portion of the concern under considera¬ 
tion is directly or indirectly held by an in¬ 
dividual (or individuals) or an associated 
group (family, holding company, other busi¬ 
ness entity, etc.) which also holds a similar 
interest in another concern, they may be said 
to be affiliated. 

(2) Common control. When those who 
exercise or may exercise significant control 
over the concern under consideration, can 
also exercise similar control over another 
concern, the concerns may be said to be 
affiliated. This control may arise as an in¬ 
cident of ownership, or it may arise through 
interlocking management such! as common 
directors or common officers. 1 

(3) Affiliation by agreement. Where there 
exist actual or tacit agreements relating to 
the operation of the concerns involved be¬ 
tween individuals or associated groups hav¬ 
ing significant ownership or control of 
concerns, these concerns may be said to be 
affiliated. These agreements may embrace 
a wide variety of subjects, including use of 
common facilities (both physical and man¬ 
agement facilities such as common general 
counsel, purchasing or selling agency, bank 
account, etc.) , purchasing activities, methods 
of doing business, and the like. 

Part B 3 

The questions in this part B need not be 
answered or completed unless any one or 
more of questions 2, 3, or 4 of part A on 
Page l has been answered “yes.” 

1. Is applicant (including affiliates) dom¬ 
inant in its field of operations? (A concern 
is not dominant in its field of operations 
when it does not exercise a controlling or 
major influence in a kind of business activ¬ 
ity in which a number of business concerns 

+ P rilna rily engaged. In determining 
whether dominance exists, consideration 

No. 130—Pt. n-3 


FEDERAL REGISTER 

shall be given to all Appropriate factors 
including volume of business, number of 
employees, financial resources, competitive 
status or position, ownership or control of 
materials, processes, patents and license 
agreements, facilities, sales territory, and na¬ 
ture of business activity.) □ Yes □ No 

2. Circle the title of the applicable ques¬ 
tion below, and answer only the questions 
which are under the title which has been 
circled: 

a. Construction. 

If applicant is primarily 1 engaged in con¬ 
struction, have its average annual receipts 
(including affiliates’ receipts) exceeded 
$5,000,000 for the preceding 3 fiscal years? 

□ Yes □ No 

b. Food canning and preserving . 

If applicant is primarily 1 engaged in the 
food canning and preserving industry, does 
its number of employees 2 (including affili¬ 
ates’ emplo/ees) exceed 500 persons exclu¬ 
sive of agricultural labor as defined in sub¬ 
section (k) of the Federal Unemployment 
Tax Act, 68A Stat. 454, 26 U.S.C. (I.R.C. 1954) 
3306? □ Yes □ No 

c. Retail (other than groceries and fresh 
meats, or motor vehicles). 

If applicant is primarily 1 engaged in busi¬ 
ness as a retailer of other than groceries and 
fresh meats, or motor vehicles, do its annual 
sales (including affiliates’ sales) exceed 
$1,000,000? □ Yes □ No 

d. Retail groceries and fresh meats. 

If applicant is primarily 1 engaged in mak¬ 
ing retail sales of groceries and fresh meats, 
do its annual sales (including affiliates’ 
sales) exceed $2,000,000? □ Yes □ No 

e. Retail new or used motor vehicles. 

If applicant is primarily 1 engaged in mak¬ 
ing retail sales of new or used motor vehicles, 
do its annual sales (including affiliates’ 
sales) exceed $3,000,000? □ Yes □ No 

f. Service trades (other than hotel or 
power laundry). 

If applicant is primarily 1 engaged in busi¬ 
ness as a service trade concern (other than 
a hotel or power laundry), do its annual re¬ 
ceipts (including affiliates’ receipts) exceed 
$1,000,000? □ Yes □ No 

g. Hotel or power laundry. 

If applicant is primarily 1 engaged in busi¬ 
ness as a hotel or a power laundry, do its 
annual receipts (including affiliates’ re¬ 
ceipts) exceed $2,000,000? □ Yes □ No 

h. Taxicabs. 

If applicant is primarily 1 a taxicab con¬ 
cern, do its annual receipts (including 
affiliates’ receipts) exceed $1,000,000? 

□ Yes □ No 

i. Trucking and warehousing. 

If applicant is primarily 1 engaged in the 
trucking or warehousing business, do its 
annual receipts (including affiliates’ re¬ 
ceipts) exceed $3,000,000? □ Yes □ No 

j. Wholesale. 

If applicant is primarily 1 engaged in busi¬ 
ness as a wholesale concern, does its annual 
dollar volume of sales (including affiliates’ 
sales) exceed $5,000,000? (Any wholesale 
concern also engaged in manufacturing is 
not a “small business concern” unless it so 
qualifies under both this paragraph and 
paragraph k below.) □ Yes □ No 

k. Manufacturer. 

(1) If applicant is engaged in business 
primarily 1 as a manufacturer, state the 
“number of employees” 2 of applicant (in¬ 
cluding affiliates’ employees) determined as 

specified in footnote 2 below_(number 

of employees). 

(2) Does the "number of employees” 
stated in the previous questions exceed 1,000? 
(If answer is "yes” no further answers are 
necessary. If "number of employees” stated 
in (1) does not exceed 250, no further an¬ 
swers are necessary.) □ Yes □ No 
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(3) If the “number of employees” stated 

in (1) above is more than 250, but not more 
than 1,000 state the “Census classification 
code” number for the industry of' activity 
in which applicant is primarily 1 engaged (as 
set out in schedule A of part 121 of SBA 
rules and regulations):_(Census clas¬ 

sification code). 

(4) Does applicant’s "number of em¬ 
ployees” stated in (1) above exceed the em¬ 
ployment size standard for companies having 
its Census classification code number, as set 
out in schedule A of part 121 of SBA rules 
and regulations? □ Yes □ No 

1 If a concern is engaged in the production 
of a number of products or the providing of 
a variety of services which are classified into 
different industries, the appropriate stand¬ 
ard to be used is that which has been estab¬ 
lished for the industry or activity in which- 
it is primarily ehgaged. If no standard for 
an industry or activity has been set out in 
this form or in schedule A of part 121 of 
SBA rules and regulations, a licensee or 

^applicant seeking a size determination 
should submit SBA Form 355 to the SBA 
regional office serving its area. , 

2 “Number of employees” means the aver¬ 
age employment of any concern (including 
affiliates) based on the number of persons 
employed during the pay period ending near¬ 
est the 15th of the third month in each 
calendar quarter for the preceding four 
quarters. 

3 Certificate of competency. Section 121.3- 
10(a) provides for eligibility as a small busi¬ 
ness concern which has been issued a cer¬ 
tificate of competency, when such concern 
is seeking funds to finance a Government 
contract. This situation is omitted from 
part B of this form because ordinarily such 
contracts do not require financing for a term 
of 5 years or more. 


ICL ... 

(To be supplied by SBA) 

United States of America 
Small Business Administration 
[SBA Form 416, Revised 11-60] 

Loan Application 

By a licensed small business investment 
company pursuant to section 303(b) of the 
Small Business Investment Act of 1958, as 
amended. 

Note: Licensee must follow instructions 
on back hereof if application is to be consid¬ 
ered by SBA. 

1. Applicant licensee. 

a. Exact corporate name of licensee_ 


Street __ _ 

City and zone _ 

State— __ _ 

a corporation licensed under the Small Busi¬ 
ness Investment Act of 1958, as amended. 

b. SBA license identification number__ 

c. Person to contact _ L __ Telephone 

number _ _ 

2. Amount applied for. Pursuant to Sec¬ 

tion 107.402 of the regulations under the 
act, as amended, the undersigned licensee 
does hereby request SBA to lend to_ the 
licensee $_ 

3. Representations and signature, a. The 
undersigned licensee does hereby certify that 
the funds to be represented by the proceeds 
of the loan hereby applied for are not other¬ 
wise available. 

b. The undersigned represents that to the 
best of its knowledge and belief, the licensee 
will be able to repay the loan for which ap¬ 
plication is hereby made in accordance with 
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the terms described in the note and loan 
agreement. 

c. The undersigned licensee does hereby 
certify that it will earmark all of the items 
proposed for earmarking in Exhibit d at¬ 
tached hereto, and that none of the items 
proposed for earmarking is in default as to 
interest or principal payments or as to any 
other covenants relating to such items. 

d. The undersigned licensee does hereby 
authorize SBA to date the note and loan 
agreement and to list in the loan agreement 
the acceptable earmarked securities submit¬ 
ted as exhibit d. 

e. All the statements made in this loan 
application and exhibits hereto are consid¬ 
ered material representations, and all ex¬ 
hibits are a material part hereof and are 
incorporated by reference as though set out 
in full in this loar. application. 


(Name of licensee) 

[corporate By - 

SEAL] (Signature of authorized 

executive officer) 


(Typed name) 


(Title) 

Attest: 


(Secretary of licensee) 

Dated this.day of--19... 

INSTRUCTIONS 

Number of copies. An original and two 
copies of this application form, to which 
shall be attached all applicable exhibits 
(listed hereunder) properly identified, and 
complete in all respects, also in triplicate 
(unless otherwise instructed) shall be sub¬ 
mitted to the appropriate regional office of 
SBA. 

Exhibits to be attached to this application 
form. a. Copies of certified resolution of the 
board of directors of the licensee authorizing 
this borrowing. 

b. Latest statement of financial condition 
of the licensee on SBA Form 468, verified by 
an authorized officer of the licensee as of 
a date not more than 30 days prior to the 
date of this application. 

Note: If this application is filed with SBA 
within 30 days of the date of filing a re¬ 
quired SBA Form 468, a reference should be 
made on a separate paper marked Exhibit 
416-b, “Refer to statement of financial con¬ 
dition as of (date) filed with SBA on (date).” 

c. Statements of income and expense, and 
schedule of surplus reconcilements of the 
licensee, on SBA Form 468, verified by an 
authorized officer of the licensee, covering 
the period since the date of the last such 
statements filed with SBA, and ending on 
a date not more than 30 days prior to the 
date of this application. 

Note: If this application is filed with SBA 
within 30 days after the date of filing a re¬ 
quired SBA Form 468, a reference should be 
made on a separate paper marked Exhibit 
416—c, “Refer to the statements of income 
and expense, and schedule of surplus recon¬ 
cilements for the period ending (date) filed 
with SBA on (date).” 

d. Schedule of portfolio items proposed for 
earmarking, containing the following desig¬ 
nated information: 

Loans and debt securities (with seven col¬ 
umns thereunder) : 

1. The name of the borrower or issuer and 
type of business. 

2. The date and the face amount of the 
debt security. 

3. The amount of the licensee’s cash in¬ 
vestment in the debt security (net funds 
advanced). 

4. The unpaid balance of the licensee’s 
cash investment (net funds advanced). 
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5. The maturity date. 

6. Repayment terms. 

7. A brief description of the collateral, if 
any. 

Stocks (with six columns thereunder): 

1. The name of the issuer and type of 
business. 

2. The date of issue and number of shares. 

3. The Certificate No.(s). 

4. The licensee’s cash investment (cost). 

5. The market, or fair value determined 
by licensee’s board of directors. 

6. The type of stock and its rights as to 
dividends, voting, liquidation, etc. 

Participation agreements. In addition to 
the information requested for loans and debt 
securities and stocks, furnish a copy of the 
trust indenture or other evidence of the 
terms of the participation agreement. 

e. One executed and four conformed copies 
of a note. 

f. One executed and four conformed copies 
of a loan agreement. 

Note: Copies of note and loan agreement 
forms may be obtained from the nearest SBA 
regional office. If the loan is approved, SBA 
will complete the note and loan agreement 
as authorized by the applicant licensee in 
Item 3d and furnish to the licensee a con¬ 
formed copy of the note and of the loan 
agreement. 

g. Agreement (SBA Form 158) as to com¬ 
pensation for services rendered or to be 
rendered to applicant in connection with this 
application. 

Note : It is not required that an applicant 
employ representatives in order to file a loan 
application with SBA. Copies of SBA Form 
158 may be obtained from the nearest SBA 
regional office. 

Disbursement. Whenever any disburse¬ 
ment of an approved loan is requested by the 
borrowing licensee the written certification 
and statement required by section 107.709 
of the regulations, as amended, must be 
made on SBA Form 420 and submitted to 
the appropriate regional office of SBA. 

If immediate disbursement is requested of 
all or any part of the loan applied for by this 
application, completed SBA Form 420 in 
quadruplicate should be attached to and 
submitted with this application. 


United States of America 
Small Business Administration 
[SBA Form 420, Revised 11-60] 

Certification and Statement 
and Request for Funds 

Under sections 302(a) or 303(b) of the 
Small Business Investment Act of 1958, as 
amended. 

Instructions. This instrument is to be 
submitted in quadruplicate to the appropri¬ 
ate SBA regional office by a licensee under 
the Small Business Investment Act of 1958, 
as amended, prior to the disbursement of any 
funds by SBA to the licensee under the au¬ 
thority of section 302(a) or section 303(b) of 
the act. This instrument includes a request 
for immediate disbursement and should not 
be submitted lintil definite plans for em¬ 
ployment of the requested funds have been 
made, so that such funds may be employed 
by the licensee in accordance with sections 
304 or 305 of the act within 60 days after re¬ 
ceipt thereof. This instrument should be 
executed by an authorized executive officer 
and attested to by the secretary of the 
licensee. 

1. a. Exact corporate name of licensee 


Street _ 

City and zone 
State _ 


a corporation licensed under the Small 
Business Investment Act of 1958, as 
amended. 

b. SBA license identification number 


request for disbursement of funds 

2. If for subordinated debentures (under 
sec. 302(a) of the act) pursuant to commit¬ 
ment of SBA state: 

a. Date of commitment letter_ 

b. Original amount of commitment, $_ 

c. Amount previously disbursed by SBA 

pursuant to commitment, $- 

d. Amount herein requested to be dis¬ 
bursed, $_ 

3. If for operating loan (under sec. 303(b) 
of the act) pursuant to loan application 
(SBA Form 416) state: (If loan has not been 
authorized complete item d. only.) (If loan 
has been authorized, complete all items.) 

a. Date of SBA authorization_ 

b. Amount of loan authorized by 

SBA, $_.. 

c. Amount previously disbursed by SBA 

pursuant to authorization, $- 

d. Amount herein requested to be dis¬ 
bursed, $_ 

4. Agreement of nonemployment of SBA 
personnel. In consideration of the making 
by SBA to licensee of all or any part of the 
disbursement applied for in this instrument, 
licensee hereby agrees with SBA that licen¬ 
see will not, for a period of 2 years after 
disbursement by SBA to licensee of said 
funds, or any part thereof, employ or tender 
any office or employment to, or retain for 
professional services, any person who, on the 
date of such disbursement, or within one 
year prior to said date, (a) shall have served 
as an officer, attorney, agent or employee of 
SBA and (b), as such, shall have occupied a 
position or engaged in activities which SBA 
shall have determined, or may determine, in¬ 
volve discretion with respect to the granting 
of assistance under the Small Business In¬ 
vestment Act of 1958, or said act as it may be 
amended from time to time. 

5. Additional information or remarks. 
Licensee may submit any additional infor¬ 
mation or remarks in qualification of this 
application in accordance with section 107.- 
709(b) of the regulations under the Small 
Business Investment Act of 1958, as amended. 

6. Certification and statement. In compli¬ 
ance with section 107.709 of the regulations, 
the following certification and statement is 
executed and delivered to SBA: In order to 
induce Small Business Administration to 
disburse the funds requested, as indicated 
in item 2d or item 3d above, the under¬ 
signed licensee does hereby certify that: 

A. (1) The licensee has not violated and 
is' not in violation of any provisions of the 
act, its charter, its license, or any regulations 
issued under the act. 

(2) The capital of such licensee is not 
impaired, as defined in section 107 . 303 (b) 
of the regulations under the act. 

(3) The licensee will employ such funds 
in accordance with the purposes and pro¬ 
visions of section 304 and/or section 305 of 
the act within 60 days after receipt thereof, 
subject to further extensions at the discre¬ 
tion of SBA. 

(4) Such funds will not be knowingly or 
intentionally employed by the licensee for 
any purpose which would cause a substantial 
increase of unemployment in any area of 
the country. 

(5) The licensee has not paid or incurred 
any obligation to pay, directly or indirectly, 
any fee or other compensation for obtain¬ 
ing the funds hereby applied for. 

(6) There are no suits pending against the 
licensee; none of the items earmarked or 
proposed for earmarking are in default as to 
any interest or principal payments or as to 
any other covenants relating to such items; 
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the present total of the unpaid balances of 
licensee’s cost of the items earmarked or 
proposed for earmarking is at least 150 per¬ 
cent of the amount of the loan; the total of 
all capital stock and surplus accounts of the 
licensee as of the date of this request for 

funds is $_ (any change in these 

items since the date of the loan application 
to be shown by exhibit identified and at¬ 
tached hereto); there has been no adverse 
change in the financial condition, organiza¬ 
tion, operations, business prospects, person¬ 
nel or any other condition since the date of: 

a. The loan application_:._ 

b. The date of the preceding disbursement 

... (Licensee will fill in the date 

on the applicable line and draw a line 
through the other.) 

(7) All information contained above and 
in exhibits attached hereto is true and com¬ 
plete to the best of the knowledge and belief 
of the licensee and the undersigned. 

B. If this is a request for disbursement of 
funds by SBA in payment for subordinated 
debentures of the licensee, the sum of the 
following amounts will not exceed $300,000 
immediately after the requested disburse¬ 
ment: 

(1) The amount of combined capital stock, 
and paid-in surplus of the licensee, less the 
amount, if any, expended for organization 
expenses; 

(2) The total amount previously disbursed 
by SBA in payment for subordinated deben¬ 
tures of licensee; and 

(3) The amount which SBA is now being 
requested to disburse, as stated in item 2(d) 
of this request for funds. 

C. If this is a request for disbursement by 
SBA of an operating loan pursuant to sec¬ 
tion 303(b) of the act: 

(1) The total amount of the outstanding 
balances due SBA by the licensee under this 
section including the amount of the dis¬ 
bursement requested herein does not exceed 
50 percent of the licensee’s combined capital 
stock and paid-in surplus (including as part 
of such stock and surplus the amount, if 
any, of the outstanding balance of subordi¬ 
nated debentures due SBA pursuant to sec¬ 
tion 302(a) of the act). 

(2) The total amount previously disbursed 
outstanding indebtedness (other than the 
subordinated debentures, if any, due SBA 
pursuant to section 302(a) of the act) in¬ 
cluding the amount of the disbursement 
requested herein does not exceed 400 percent 
of the licensee’s combined capital stock and 
paid-in surplus (including as part of such 
stock and surplus the amount, if any, of the 
outstanding balance of subordinated deben¬ 
tures due SBA pursuant to section 302(a) of 
the act). 


(Licensee) 

[corporate By_ 

be al] (Signature) 


(Typed name) 


(Title) 

Attest: 


(Secretary of licensee) 

Dated this_day of__ 19__. 

[SBA Form 468 (2-61) ] „ 

Financial Report 

License No_ 

Name of licensee__ 

City and State___I_II-I_ 

Part I 

Statement op Financial Condition as op 
—.. 19— 

ASSETS 

Current Assets 

1. Cash on hand and in banks (schedule 8). 


2. U.S. Government obligations, direct and 

fully guaranteed (schedule 9) (market 
value $__). 

3. Notes receivable. 

4. Accounts receivable. 

(a) Less: Allowance for uncollectibles. 

5. Accrued interest receivable. 

(a) Less: Allowance for uncollectibles. 

6. Loans (sec. 305) maturing within 1 year 
(schedule 3). 

(a) Less: Participation by others (sched¬ 
ule 10). 

(b) Less: Amount sold with recourse. 

7. Debt securities of SBCs (sec. 304) ma¬ 
turing within 1 year: 

(a) Convertible (schedule 4). 

(b) With stock purchase rights (sched¬ 
ule 4). 

(c) Divested of stock rights (schedule 4). 

(d) Less: Participation by others (sched¬ 
ule 10). 

(e) Less: Amount sold with recourse. 

8. Funds in escrow pending closing of 
financing. 

9. Due from directors, officers, and em¬ 
ployees (schedule 11). 

10. Other current assets (schedule 12). 

11. Total current assets. 

Loans and Investments 

12. Loans (sec. 305) maturing after 1 year 
(schedule 3). 

(a) Less: Participation by others (sched¬ 
ule 10). 

(b) Less: Amount sold with recourse. 

(c) Net loans maturing after 1 year. 

(d) Less: Allowance for uncollectibles 
(schedule 5). 

13. Debt securities of SBCs (sec. 304) ma¬ 
turing after 1 year: 

(a) Convertible (schedule 4). 

(b) With stock purchase rights (sched¬ 
ule 4). 

(c) Divested of stock rights (schedule 4). 

(d) Less: Participation by others (sched- s 
ule 10). 

(e) Less: Amount sold with recourse. 

(f) Net debt securities of SBCs maturing 
after 1 year. 

(g) Less: Allowance for losses (sched¬ 
ule 6). 

14. Capital stock SBCs: 

(a) Convertible (schedule 7). 

(b) With stock purchase rights (sched¬ 
ule 7). 

(c) Other (schedule 7). 

(d) Less: Allowance for losses. 

15. Amounts due from debtors on sale of 
assets acquired in liquidation of loans and 
debt securities (schedule 13). 

(a) Less: Participation by others. 

(b) Less: Allowance for uncollectibles. 

16. Assets acquired in liquidation of loans 
and debt securities (schedule 14). 

(a) Less: Participation by others. 

(b) Less: Allowance for losses. 

17. Total loans and investments. 

Other Assets > 

18. Corporate premises owned—land. 

19. Corporate premises owned—building. 

(a) Less: Accumulated depreciation. 

20. Furniture and equipment. 

(a) Less: Accumulated depreciation. 

21. Due from directors, officers, and em¬ 
ployees (schedule 11). 

22. All other (schedule 12). 

23. Total other assets. 

24. Total. 

LIABILITIES, CAPITAL STOCK, AND SURPLUS 

Current Liabilities 

25. Obligations payable to SBA, maturing 
within 1 year (schedule 15). 


6173 

26. Obligations payable to other than SBA, 
maturing within 1 year (schedule 16), 

27. Accounts payable. 

28. Accrued interest. 

29. Accrued salaries. 

30. Accrued taxes on income. 

31. Other accruals. 

32. Dividends payable. 

33. Amounts due directors, officers, and 
employees. 

34. Federal taxes withheld. 

35. State and city taxes withheld. 

36. Unapplied receipts. 

37. Advance interest payments. 

38. Miscellaneous trust receipts. 

39. Other. 

40. Total current liabilities. 

Long-Term Liabilities 

41. Obligations payable after 1 year. 

(a) For funds borrowed from SBA (sec. 
303) (schedule 15). 

(b) For funds borrowed from other than 
SBA (schedule 16). 

42. Mortgages payable (schedule 16). 

43. Amounts due directors, officers, and 
employees. 

44. Unamortized premium on debentures 
payable. 

45. Other. v 

46. Debenture, subordinated, issued to 
SBA (sec. 302) (schedule 15) (see statement 
below). 

47. Total liabilities. 

Capital Stock and Surplus 

48. Capital stock (schedule 17). 

49. Paid-in surplus (schedule 1). 

50. Less:_shares of treasury stock at 

cost. 

51. Total. 

52. Capital stock subscribed. 

(a) Less subscriptions receivable. 

53. Total. 

54. Retained earnings, net income (sched¬ 
ule 1). 

55. Retained earnings, net realized gain on 
investments (schedule 1). 

56. Appropriated retained earnings (sched¬ 
ule 1). 

57. Total capital stock and surplus. 

58. Total. 

Statement of Statutory Capital and 
Surplus 

The subordinated debenture issued to the 
Small Business Administration under section 
302(a) of the Small Business Investment 
Act of 1958, as amended, shall be deemed a 
part of the capital and surplus of the com¬ 
pany for purposes of sections 302(a), 303(b), 
and 306 of the act, as follows: 

1. Debenture, subordinated, issued to 

SBA_(a). 

2. Capital stock and surplus. 

3. Total.—(a) The Small Business Admin¬ 
istration has made a commitment to advance 

an additional $_under its agreement 

with the company to purchase a subordi¬ 
nated debenture. 

Verification 

Part I of the financial report for the fiscal 
year to date comprising the_months 


ended- * -- 19__, submitted by 

the-(licensee), to the Small Busi¬ 


ness Administration, and consisting of state¬ 
ment of financial condition, statement of 
statutory capital and surplus, statement of 
income and expense, statement of realized 
gain or loss on investments, and schedule (s) 

-- on SBA Form 468, is hereby certified 

to be correct to the best of my knowledge 
and belief. 


(Chief financial officer) 


(Title) 

Date_ 



























Statement of Realized Gain or Loss on Investment Schedule lb—Continued 


6174 


PROPOSED RULE MAKING 


g s i 1 

.2 ce © § 


c-o ,•*= 
|-c :g 

'i 



, a -9 

Sfel»a : 

a> cJ TJ '— 


? %s 

c ^ 

S. Si 

I *| 

I I s * 

« g-^2'21 
•S 1 , 8 . 5.3 0 
H S'gQ 

^ to 


eS 


320 

0 gs 
S§N- 
ifd 

Sal 

•§ o'Z 

£.s& 

® MO 

111 

•5^*0 

o ^ cJ >o 


X> X 
© P. 
C «— 


O « 

Eh 




•d* 

o o 
*C^ 

gg 

bcbf 

If 

8j 

II 

S Q> 

is 

O O 
O O 

li 

'O'O 

feo 

S> *cj2 

8 W 

gg 

II; 

co “3 

gg 

ss 



2§®o 

“■Sea 


m rri 

.S-g 

sa 

® o 

*0 bo 

© a 

.s| 

* S 
®'S> 

o c3 
Eh 


•Sol 

©’C^ 

2 S3 

go s 
i; be a 
"3.S ho 

,el| 

sjfi. 
lull 
lll"3ei 

tf «< 


.2 fl 

I i 


.a 


•8 


-o L 

Ig-HS 
grQ 
2 8~ 


© p 


“ I 

Ah ’o 


.-t <M CO 


■a 3 15 

£g*g e 


H * 

3 < 

o { 


i8 ® 
a 


“ T3 §C 

#-g|fe 

T3 «>■ 

Ph < 


fl 

2 o 


3 8 


&a 
§1 
.a « 

i® 

Ph 


u 

pH 


5? w 

W H 
Ph 

sf 

•< « 
g W 


1-1 
.2 cJ.2 


II if 

S&‘ s 


! fl 

Sg 

CO fl 

•ge 

•eg 

I s 


fl3^ 

fss| 

iff § 

a®®® 


Bfi' 


8|j 


-J2 

I 

I 

co rj 

a 9 

3 

1 

rHC’SeO'* *o 


a 

a 

§ 

°ll|l 

ell 90 , a 

Sa el s§ 

fla-sssS-s 

‘Vslls 9 

£2§la-Sb 
€g|slse 
s 35~3 


° i^ea 

•S :ol s 

O jpq §g 

CO |CQ ® g 

I ill? 

& sag® 


|S i- 9 |i ; ll 

g» !S^2og 

Hgfel 

ilipllKll 

■<5 co»a O 


c?t^ 00 03 OH OJCO 


» hpCQ p 

!°$ -*j , ,- 
jTsSflfPg'O^ 

S 9 gfSlS| 

*§&§£§ a® 

g C fl flSts a m ; o o ^ - ;.S 
fl 5.2 o o go £ oj ai o+> ® bo ;-g 
gtS-B a a g-o-ci 1-2' 

llS8aSag&|agile :f. 

If-Sl’SiSlSfiS&aa&^S 
6aaofie*w o -< 


.as 

-g-S 

.2 VJ 

So 


Sa 


» fl 

3,2 

o 2 

s ^ 


la 

!•§ 


I 

a 

© 

l| 

* a 8 


2 

- «* — 
5 Ph 

«3 K 2 

s as 
8 §° 
e o 




•s 

w p . <U 

! .a ^ 

Ph 


Net income exclusive of 

net realized gain or 

loss on investments— 
































































































































































FEDERAL REGISTER 


6175 


Saturday, July 8,1961 


Schedule 2 


Schedule 3 


(Name of licensee) 


Name of licensee 


Report for the 


months ended.19_ 


Report for the fiscal year to date comprising the 
_months ended.19. 

Operating Expenses 


Item 

(IV 

Current 

period 

months 

(2) 

Fiscal 
year to 
date 

(3) 

1. Advertising and promotional 



2. Appraisal, consulting, and 



3. Auditing and examination 






5 of space occupied_ 



6. Depreciation of* corporate 
premises owned—building_ 



7. Depreciation of furniture and 



8. Directors' and stockholders' 
meetings costs_ 



9 Insurance_ 



10. Investigation and financial 
service costs___ 



11. Investment adviser and super¬ 
visory costs_ 



12. Legal services_ 



13, Miscellaneous services and 
supplies___ 



14. Salaries of officers_ 



15. Salaries of other employees_ 



16. Taxes, excluding Federal and 
State income taxes. 



17. Travel.. - 



18. Uncollectible notes and ac¬ 
counts__ 



19. Uncollectible interest receiv¬ 
able... 



20. Uncollectible loans.. 



21. Uncollectible amounts due 
from debtors on sale of assets 
acquired in liquidation of 
loans and debt securities. 



22. Maintenance and repairs_ 



23. Retirement benefits expense._. 



24. Organization expense__ 



25. Estimated losses on debt se¬ 
curities. 



26. Estimated losses on capital 
stock of SBCs. 



27. Estimated losses on assets ac¬ 
quired in liquidation of loans 
and debt securities. 


N 

28... 



29_ 



30. 



31. 



32. . 






33. Total (p. 3, item 23). 



_ 




Verification 


Parts I and II of the financial report for the fiscal year 

to date comprising the.months ended. 

19...., submitted by the . to the 

(Licensee) 


Small Business Administration, and consisting of state- 
ment of financial condition, statement of statutory 
capital and surplus, statement of income and expense, 
°t realized gain or loss on investments, and 
Srfifilw 1 1° 7 ’ delusive, on SB A Form 468, are hereby 
belief' °° rrec ^ to best of my knowledge and 


Date 


Chief financial officer 
Title. 


Loans (Sec. 305) (Including Participations Bought or Sold) 


Name, address, type 
of business of small 
business concern 
(debtor) (a) 

Interest 

rate 

per 

annum 

Date of 
loan, 
maturi¬ 
ty date, 
amorti¬ 
zation 

Unpaid 
principal 
balance 
of loan 
at be¬ 
ginning 

Addi¬ 

tions 

during 

period 

Deduc¬ 

tions 

during 

period 

Unpaid 
principal 
balance 
of loan 
at close 

Amounts in excess 
of net funds ad¬ 
vanced included 
in unpaid prin¬ 
cipal balance 

Unpaid balance 
of net funds 
advanced (cost) 
at close of 
period (b)— 
maturity 



plan, 

etc. 

of 

period 



of 

period 

Dis¬ 

count 

Fees and 
other 
charges 

Within 

1 year 

After 

1 year 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(S) 

(9) 

GO) 

(11) 












Total. 

XXX 

XXX 


















(P. 1, 
item 6) 

(P. 1, 
item 12) 


(a) State type of business in which borrower is engaged. Standard Industrial Classification Code numbers, as 
listed on p. 5 of SB A Form 477, may be used. 

(b) Identify each item “pledged'' or “earmarked" by letter (P) or letter (E), as appropriate, and each “participa¬ 
tion purchased" with the letters (PP). 


Schedule 4 


Name of licensee 


Report for the 


months ended 


19.... 


Debt Securities of SBO's (Sec. 304) (Including Participations Bought or Sold) 


Name, address, 
type of business of 
small business con¬ 

Date 

of 

secu¬ 

rity 

matu¬ 

rity 

Unpaid 

princi¬ 

pal 

balance 

of 

security 

Addi¬ 

tions 

during 

period 

Deduc¬ 

tions 

during 

Unpaid 

princi¬ 

pal 

balance 

of 

Amounts in ex¬ 
cess of net 
funds advanced 
included in un¬ 
paid principal 
balance 

Unpaid balance 
of net funds 
advanced (cost) 
at close of 
period (b) 

Market 
or fair 
value as 
deter¬ 
mined 
by the 
board 
of 

direc- 

Percent 

(c) 

cern (issuer) (a) 

date 

interest 

rate, 

amorti¬ 

zation 

plan 

at be¬ 
ginning 
of 

period 

security 
at close 
of 

Dis¬ 

Fees 

and 

Maturity 


period 



period 

count 

other 

charges 

Within 
1 year 

After 

1 year 

tors 


'(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 










• 



Total.. 

XXX 










XXX 









(P.1, 

item 

7(c)) 

(P.1, 

item 

13(c)) 



(a) State type of business in which small business concern is engaged. Standard Industrial Classification Code 
numbers, as listed on p. 5 of SB A Form 477, may be used. Group the debt securities by type under the headings* 

Convertible," “With stock purchase rights," and “Divested of stock rights," with subtotals entered in each column’ 
as appropriate, or use a separate sheet for each type. 1 

(b) Identify each item “pledged" or “earmarked" by letter (P) or letter (E), as appropriate, and each “participa- 
tion purenasea witti tno letters (rr), 

(c) Show in col. (12) for each small business concern the percentage of such concern's voting securities (including 
those necessary to cover conversion of, or exercise of stock rights attached to, the debt securities described in this 
schedule) which can be obtained by the reporting company upon conversion of convertible debt securities and exer¬ 
cise of stock purchase warrants or options attached to debt securities. 
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Schedule 5 


Name of licensee 


Report for the 


months ended. 




Delinquent Loans (Sec. 305) (Not Shown Separately on Statement of Financial Condition) Allowance 

FOR UNCOLLECTIRLE LOANS 



Delinquent loans 

Allowance for uncollectible loans 

Name, address of small busi¬ 
ness concern (debtor) 

Total 

out- 

Installments due 
and unpaid 

Balance 
at begin- 

Additions 


Balance 
at close 

standing 

balance 

Principal 

Interest 

ning of 
period 

Charged 
to expense 

Charged 
to other 
accounts 

Deduc¬ 

tions 

of period 

a) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 










1 Total 

XXX 

XXX 

XXX 

XXX 

XXX 






2. General allowance for un¬ 
collectible loans (a). 

XXX 






a Tntal 

===== 

' ■ 

— 

====== 

===== 






* 






P. 1, item 
12(d) 


(a) This line will be used only if the allowance for uncollectible loans is based upon a percentage of loans made. 


Schedule 6 


N ame of licensee _ 

Report for the 




months ended 


19- 


Delinquent Debt Securities (Sec. 304) (Not Shown Separately on Statement of Financial Condition) 
Allowance for Losses <5n Debt Securities 



Delinquent debt securities 

Allowance for losses on debt securities 

Name, address of small 
business concern (debtor) 

Total out¬ 
standing 
balance 

Installments due and 
unpaid 

Balance at 
beginning 

Additions 

Deductions 

Balance at 
close of 


Principal 

Interest 

of period 



period 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 





N 





XXX 

XXX 

XXX 





1. 1 Ol ell-. - 

2. General allowance for 

losses on debt securi¬ 
ties (a)... 

XXX 

XXX 

XXX 




















(P. 1, item 
13(g)) 


(a) This line will be used only if the allowance for losses on debt securities is basod upon a percentage of debt 
securities acquired. 



































































Saturday, July 8,1961 


FEDERAL REGISTER 


6177 


Schedule 7 


Name of licensee 


Report for the ... months ended_19. 


Capital Stock of SBC’s 

Allowance for Losses on Capital Stock of SBC's 


Name, address, 
type of business 
of small business 
concern 
(issuer) (a) 

Date 

ac¬ 

quired 

Type 

and 

class 

Par or 
stated 
value 
per 
share 

Num¬ 

ber 

of 

shares 

Balance 
at cost 
begin¬ 
ning 
of 

period 

Addi¬ 

tions 

during 

period 

(cost) 

Deduc¬ 

tions 

during 

period 

(cost) 

Balance 
at cost 
close of 
period 
(b) 

Allow¬ 

ance 

for 

losses 
at close 
of 

period 

Market 
or fair 
value as 
deter¬ 
mined 
by the 
Board 
of Di¬ 
rectors 

Percent 

(c) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 



* 










Total... 

XXX 

XXX 

XXX 

XXX 







XXX 









(P.1, 

item 

14(c)) 

(P.1, 

item 

14(d)) 



(a) State type of business in which small business concern is engaged. Standard Industrial Classification Code 
numbers, as listed on p. 5 of SB A Form 477, may be used. Group the capital stock by type under the headings. 

Convertible, With stock purchase rights," and “Other," with subtotals entered in each column, as appropriate 
or use a separate sheet for each type. ^ ' 

(b) Identify each item “pledged" or “earmarked" by letter (P) or letter (E), as appropriate. 

(c) Show in col. (12) for each small business concern the percentage of such concern’s voting securities (including 
those necessary to cover conversion of, or exercise of stock rights attached to, the capital stock described in this sched¬ 
ule) represented by voting stock held plus the voting securities which can bo obtained by the reporting company 
upon conversion of convertible stock and exercise of stock purchase warrants or options attached to stock. 

Schedule 8 


(Name of Licensee) 
.., 19—_ 


' Part III 


Cash on Hand and in Banks 


.Name of depository 

(1) 

Location of 
depository 

(2) 

Amount 

(3) 

1. General funds—demand balances with: 
(a)..... 



(b)..... 



(c)... 



(d)..... 



(e)... 



(f)____ 



(g)... 



(h).. 



(i)..... 



2. Cash items in process of collection. 

3. Petty cash...... 

XXX 

XXX 


4 .:_ 


5 ... 



6. ..... 



7... 



8. Total cash... 



XXX 





Verification 

Parts I, II, and 111 ° f JJ® Financial Report for the fiscal year to date comprising the months ended 

..—* 19 -»submitted by the.. .to the Small Business Administration, and con- 

( I/ ifynspft) f 

0f i? n ¥ lcl i al c °udition, statement of statutory capital and surplus, statement of income and cx- 
S ^i d g £k\ 0r f l0SS °, n m vestments, and Schedules 1 to 20, inclusive, on SB A Form 468, are hereby 

certified to be correct to the best of my knowledge and belief. ' y 

Date . Chief financial officer.1. 

Title ...—I”—III 

Verification 

I hereby attest that the minutes of the meeting of the Board of Directors of the ... 


I 9 --—> show that the Board, at such meeting, reviewed and approved Parts I. II. and^ III of the 
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Part I 


Statement op Financial Condition—C on. 


Statement of Financial Condition—C on. 


Statement op Financial Condition 
.Assets 


1 . Cash on hand and in banks. State the 
total of all demand deposits, cash items in 
process of collection, and the petty cash 
fund. 

2. U.S. Government obligations, direct and 
fully guaranteed. State at cost the total 
investment in direct obligations of the 
United States Government and those obli¬ 
gations guaranteed as to principal and in¬ 
terest by the United States Government. 
(Increase in redemption value of United 
States Savings bonds purchased at less 
than face value may be considered cost for 
this purpose.) State current market value 
parenthetically. 

3. Notes receivable. State the total unpaid 
principal amount of miscellaneous notes 
receivable, except notes representing 
amounts due from debtors on sale of assets 
acquired in liquidation of loans and debt 
securities. 

4. Accounts receivable. State the combined 
total of all amounts due for (1) advisory, 
consulting, appraisal, financial, and mis¬ 
cellaneous services rendered, (2) services 
rendered to “participating” companies on 
their participations in loans (section 305), 
debt securities (section 304), assets ac¬ 
quired in liquidation of loans and debt 
securities, and amounts due from debtors 
on sale of assets acquired in liquidation of 
loans and debt securities of the “initiat¬ 
ing” company, and (3) making funds 

. available on a deferred basis to “initiating” 
companies in connection with their financ¬ 
ing of, or commitments to finance, small 
business concerns and (as an “initiating” 
company) making funds available on a de¬ 
ferred basis on commitments to finance 
small business concerns; the amount of 
declared dividends receivable on capital 
stock of small business concerns; and mis¬ 
cellaneous amounts due on open account. 

(a) Less: Allowance for uncollectibles 
(applicable to items 3 and 4). State the 
amount of the valuation reserve provided 
for estimated losses on the foregoing 
receivables. 


5. Accrued interest receivable. State the 
total amount of (1) interest accrued on 
loans to and debt securities of small busi¬ 
ness concerns, United States Government 
obligations (direct and fully guaranteed), 
notes receivable, sales contracts, and other 
interest-bearing amounts due from 
debtors, including funds placed in escrow 
pending the closing of financing; (2) the 
full amount of interest accrued on loans 
(section 305) and debt securities (section 
304) participated in by others, less amount 
due “participating” companies; and (3) 
interest accrued on the amount of the 
Sn^ pany s Participation in loans (section 
?°?) and debt securities (section 304) 
initiated by others. 

(a) Less: Allowance for uncollectibles. 
otate the amount of the valuation reserve 
provided for estimated losses of accrued 
interest receivable. 

6 and 12. Loans (section 305). Show the 
current and noncurrent portions, respec¬ 
tively, of the unpaid balance of net funds 
advanced on loans to small business con¬ 
cerns pursuant to section 305 of the Small 
Business Investment Act of 1968, as 
amended. Secured obligations acquired 
om small business concerns which carry 
e right through conversion or through 
se of stock purchase warrants or 
bolder thereof to acquire 
ho sma H business concerns may 

a®' 0t>taine d only under section 304 of the 
itorv.f 1 !? . are not be deluded in these 
of iff iu the appropriate subdivisions 
or items 7 and 13. 


Assets —Continued 

Item 

6(a) and 12(a). Less: Participation by others. 
State the outstanding balances of partici¬ 
pations by other lending institutions in 
loans (section 305) which relate to the cur¬ 
rent and noncurrent portions of such loans, 
respectively. 

6(b) and 12(b). Less: Amount sold with 
recourse. Show the current and noncur¬ 
rent portions, respectively, of the net 
amount of the unpaid principal balance 
of loans to small business concerns sold 
with recourse upon the company in the 
event of default. 

12(c). Net loans maturing after one year . 
Enter the balance resulting from the de¬ 
duction of the appropriate amount opposite 
item 12(b) from item 12. 

12(d). Less: Allowance for uncollectibles. 
State the amount of the valuation reserve 
provided for estimated losses on loans 
(section 305). 

7 and 13. Debt securities of SBCs (section 
304) : 

7(a) and 13(a). Convertible. 

7(b) and 13(b). With stock purchase rights. 
7(c) and 13(c). Divested of stock rights. 

Show opposite the appropriate items the 
* current and noncurrent portions, respec¬ 
tively, of the unpaid balance of net funds 
advanced on small business concerns’ con¬ 
vertible debt securities, debt securities 
with stock purchase rights (warrants or 
options), and debt securities divested of 
stock rights, all acquired by the company 
pursuant to section 304 of the Small Busi¬ 
ness Investment Act of 1958, as amended. 
7(d) and 13(d). Less: Participation by 
others. State the outstanding balances of 
participations by other lending institu¬ 
tions in debt securities (section 304) which 
relate to the current and noncurrent por¬ 
tions of such debt securities, respectively. 
7(e) and 13(e). Less: Amount sold with re¬ 
course. Show the current and noncurrent 
portions, respectively, of the net amount 
of the unpaid principal balance of small 
business concerns’ debt securities sold 
with recourse upon the company in the 
event of default. 

13(f). Net debt securities of SBCs matur¬ 
ing after one year. Enter the balance re¬ 
sulting from the deduction of the appro¬ 
priate amount opposite item 13(e) from 
the appropriate amount opposite item 
13(c). 

13(g). Less: Allowance for losses. State the 
amount of the valuation reserve provided 
for estimated losses on convertible debt 
securities, debt securities with attached 
stock purchase warrants or options, and 
debt securities divested of stock rights (all 
section 304). 

8. Funds in escrow pending closing of financ¬ 
ing. State the amount of funds in escrow 
pending the closing of financing for small 
business concerns. 

9 and 21. Due from directors, officers, and 
employees. Show the current and noncur¬ 
rent portions, respectively, of the unpaid 
balance of amounts advanced to directors, 
officers, and employees. 

10. Other current assets. State the total of 
all current amounts due the company not 
provided for elsewhere. 

11. Total current assets. Enter the total of 
the appropriate amounts opposite items 1, 

2, 4(a), 5(a), 6(b), 7(e), 8, 9, and 10. 

12. (See item “6 and 12” above.) 

13. (See item “7 and 13” above.) 

14. Capital stock of SBCs: 

(a) Convertible. 

(b) With stock purchase rights. 

(c) Other. 


Assets —Continued 

Item 

State opposite the appropriate items the 
value at cost of small business concerns* 
convertible capital stock, capital stock with 
stock purchase rights (warrants or op¬ 
tions), and other capital stock (without 
conversion privileges or stock purchase 
rights), all acquired by the company pur¬ 
suant to section 304 of the Small Business 
Investment Act of 1958, as amended. 

(d) Less: Allowance for losses. State the 
amount of the valuation reserve provided 
for estimated losses on small business con¬ 
cerns’ convertible capital stock, capital 
stock with attached stock purchase war¬ 
rants or options, and other capital stock of 
such concerns owned by the company. 

15. Amounts due from debtors on sale of 
assets acquired in liquidation of loans and 
debt securities. State the total of the un¬ 
paid balances of accounts, notes, sales con¬ 
tracts, purchase money mortgages, etc., 
evidencing indebtedness to the company 
arising from the sale of assets acquired in 
liquidation of loans (section 305) and debt 
securities (section 304). 

(a) Less: Participation by others. State 
the outstanding balance of participations 
by other lending institutions in amounts 
due the company from debtors on sale of 
assets acquired in liquidation of loans (sec¬ 
tion 305) and debt securities (section 304). 

(b) Less: Allowance for uncollectibles. 
State the amount of the valuation reserve 
provided for estimated losses of amounts 
due from debtors on sale of assets acquired 
in liquidation of loans (section 305) and 
debt securities (section 304). 

16. Assets acquired in liquidation of loans 
and debt securities. State, as recorded in 
the books of account, the company’s in¬ 
vestment in assets acquired by foreclosure 
or otherwise in liquidation of loans (sec¬ 
tion 305) and debt securities (section 304), 
including judgments and sheriffs’ certifi¬ 
cates. 

(a) Less: Participation by others. State 
the outstanding balance of participations 
by other lending institutions in assets 
acquired by the company in liquidation of 
loans (section 305) and debt securities 
(section 304). 

(b) Less: Allowance for losses. State 
the amount of the valuation reserve pro¬ 
vided for estimated losses on assets ac¬ 
quired in liquidation of loans (section 305) 
and debt securities (section 304). 

17. Total loans and investments. Enter the 
total of the appropriate amounts opposite 
items 12(d), 13(g), 14(d), 15(b), and 
16(b). 

18. Corporate premises owned — land. State 
the actual cost of acquisition of the land 
used as the site of the company’s office 
quarters, plus the actual cost of any im¬ 
provements (benefits) applicable to the 
land. 

19. Corporate premises owned — building. 
State the actual cost of acquisition of the 
building used as the company’s office quar¬ 
ters, plus the actual cost of any improve¬ 
ments applicable to the building. 

(a) Less: Accumulated depreciation. 
State the amount of the valuation reserve 
provided for depreciation, of the building 
and other depreciable improvements of 
corporate premises owned. 

20. Furniture and equipment. State the 
total cost of furniture, fixtures, and equip¬ 
ment (including automobiles) owned by 
the company. 

(a) Less: Accumulated depreciation. 
State the amount of the valuation reserve 
provided for depreciation of furniture, fix¬ 
tures, and equipment. 

21. (See item “9 and 21” above.) 
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Statement of Financial Condition —Con. 

Assets —Continued 

Item 

22. All other. State the total amount of as¬ 
sets at cost not provided for elsewhere, 
such as unamortized organization costs, 
recoverable amounts advanced for the pro¬ 
tection and preservation of the company’s 
investments, and prepaid expenses or de¬ 
ferred charges, including prepayments of 
insurance, unamortized discount on de¬ 
bentures payable, and the unamortized 
cost of improvements to leased property 
used as the company’s office quarters. 

23. Total Other Assets. Enter the total of 
the appropriate amounts opposite items 
18, 19(a), 20(a), 21, and 22. 

24. Total. Enter the total of items 11, 17, 
and 23. 

Liabilities, Capital Stock, and Surplus 

25. Obligations payable to SBA, maturing 
within one year. State the total of the 
current portions of the unpaid principal 
balance of notes payable for funds bor¬ 
rowed from SBA and the unpaid principal 
balance of funds received by the company 
under its subordinated debenture bond 
payable issued to SBA. 

26. Obligations payable to other than SBA, 
maturing within one year. State the total 
amount of the current portions of the 
unpaid principal balance of notes payable 
for funds borrowed from other than SBA, 
installments to be paid on the company’s 
unsubordinated debenture bonds, subordi¬ 
nated debenture bonds payable to other 
than SBA, and mortgages payable for funds 
borrowed on corporate premises or other 
real estate. 

27. Accounts payable. State the total of 
accounts payable (1) for services rendered 
to the company on its participations in 
loans (section 305), debt securities (sec¬ 
tion 304), assets acquired in liquidation of 
loans and debt securities, and amounts due 
from debtors on sale of assets acquired in 
liquidation of loans and debt securities; 
(2) for commitment fees for having funds 
made available on a deferred basis by 
“participating” companies; and (3) on 
open account. Accounts payable for the 
purchase of securities, if significant, shall 
be shown parenthetically. 

28. Accrued interest. State the total amount 
of interest accrued on the company’s notes, 
mortgages, and debentures payable; on 
loans (section 305) and debt securities 
(section 304) of small business concerns 
sold with recourse on the company; and 
on other interest-bearing obligations. 

29. Accrued salaries. State the total amount 
of the company’s liability for accrued 
salaries. 

30. Accrued taxes on income. Show the total 
amount of estimated Federal and State 
income taxes accrued and unpaid. 

31. Other accruals. State the total amount 
of the company’s liability for accrued 
social security taxes and other accrued 
expenses. 

32. Dividends payable. State the total 
amount of the company’s liability for 
dividends, other than stock dividends, de¬ 
clared by the board of directors on capital 
stock issued and outstanding. 

33 and 43. Amounts due directors, officers, 
and employees. Show the current and 
noncurrent portions, respectively, of 
amounts owed to directors, officers, or em¬ 
ployees, other than salaries. 

34. Federal taxes withheld. State the 
total amount of Federal income and social 
security taxes withheld from employees’ 
salaries and not yet remitted to the In¬ 
ternal Revenue Service. 

35. State and city taxes withheld. Show the 
total amount of State income and city 
taxes withheld from employees’ salaries 
and not yet remitted to the appropriate 
tax collectors. 


Statement of Financial Condition —Con. 

Liabilities, Capital Stock, and Surplus— Con. 

Item 

36. Unapplied receipts. State the total 
amount of funds received by th? company 
which have not been applied to loans 
(section 305), debt securities (section 
304), interest receivable, etc. 

37. Advance interest payments. State the 
total amount of. interest collected through 
cash payments by debtors on interest- 
bearing items prior to the interest maturity 
date. 

38. Miscellaneous trust receipts. State the 
total amount of the company’s liability for 
funds withheld or received in trust not 
provided for elsewhere, including earnest 
money deposits and funds withheld from 
employees’ salaries for the purchase of 
United States savings bonds, payment of 
group life insurance premiums, etc. 

39 and 45. Other. Show the current and 
noncurrent portions, respectively, of the 
unpaid principal balance of notes pay¬ 
able in evidence of amounts owed by the 
company other than for funds borrowed, 
and of the amount of liabilities not pro¬ 
vided for elsewhere. 

40. Total Current Liabilities. Enter the total 
of items 25 through 39. 

41. Obligations payable after one year. 

(a) For funds borrowed from SBA ( sec¬ 
tion 303). Show the noncurrent portion 
of the total unpaid principal balance of 
notes payable for funds borrowed from 
SBA. 

(b) For funds borrowed from other than 
SBA. Show the total of the noncurrent 
portions of the unpaid principal balance 
of notes payable for funds borrowed from 
other than SBA, installments on unsubor¬ 
dinated debenture bonds payable issued for 
funds borrowed, and installments on sub¬ 
ordinated debenture bonds payable issued 
to other than SBA for funds borrowed. 

42. Mortgages payable. Show the noncur¬ 
rent portion of the unpaid principal 
balance of mortgages payable for funds 
borrowed on corporate premises or other 
real estate owned by the company. 

43. (See item “33 and 43” above.) 

44. Unamortized premium on debentures 
payable. State the amount of the un¬ 
amortized balance of premium on unma¬ 
tured oustanding debentures payable sold 
by the company for a sum in excess of par. 

45. (See item “39 and 45” above.) 

46. Debenture, subordinated, issued to SBA 
( section 302). Show the noncurrent 
portion of the unpaid principal balance 
of funds received by the company under 
its subordinated debenture bond payable 
issued to SBA. 

47. Total liabilities. Enter the total of the 
appropriate amounts opposite items 40, 
45, and 46. 

48. Capital stock. Show the total par or 
stated value of the capital stock issued, 
plus any capital stock dividends declared 
payable by the company’s board of direc¬ 
tors and not issued as of the date of the 
report. 

49. Paid-in surplus. State the total amount 
of surplus arising from (1) sales initially 
of the company’s capital stock at a price 
in excess of par value (including amounts 
transferred from capital stock subscribed 
at a price above par, when shares are 
issued); (2) donations to the company 
of its issued capital stock carried as treas¬ 
ury stock at fair market value or par 
value; (3) retirements of capital stock 
purchased at less than the par value 
thereof; (4) sales of treasury stock in 
excess of its carrying value on the books 
of the company; (5) donations v or gifts 
to the company of assets carried at not 
in excess of fair market value; and (6) 
other capital equity transactions with 
stockholders. 


Statement of Financial Condition— Con. 
Liabilities, Capital Stock, and Surplus-Con. 
Item 

50. Less: _ shares of treasury stock at 

cost. State the number of shares and the 
total amount of the company’s issued cap¬ 
ital stock which has been reacquired and 
not retired. 

51. Total. Enter the balance resulting from 
the deduction of item 50 from the appro¬ 
priate amount opposite item 49. 

52. Capital stock subscribed. Show the total 
amount at the subscription price of the 
company’s capital stock subscribed. 

(a) Less: Subscriptions receivable. Show 
the total amount of the unpaid balances of 
capital stock subscriptions receivable. 

53. Total. Enter the total of the appropriate 
amounts opposite items 51 and 52(a). 

54. Retained earnings, net income. State 
the accumulated balance of the company’s 
undistributed net income since incorpora¬ 
tion. 

55. Retained earnings, net realized gain on 
investments. State the accumulated bal¬ 
ance of the company’s undistributed net 
realized gain or loss on investments since 
incorporation. 

56. Appropriated retained earnings. State 
the total amount of retained earnings ear¬ 
marked for some future purpose and thus 
restricted from dividend distribution. 

57. Total capital stock and surplus. Enter 
the total of the appropriate amounts op¬ 
posite items 53 and 56. 

58. Total. Enter the total of items 47 and 57. 

Statement of Statutory Capital and 
Surplus 

1. Debenture, subordinated, issued to SBA. 
State the total of the unpaid principal 
balance of funds received under the sub¬ 
ordinated debenture bond payable issued 
to SBA. This amount shall agree with the 
total of the appropriate- portion of item 
25 plus item 46 of the Statement of Finan¬ 
cial Condition. 

2. Capital stock and surplus. State the 
amount of the combined fully paid capital 
stock issued and outstanding and paid-in 
surplus. This amount shall agree with 
item 51 of the Statement of Financial Con¬ 
dition less the amount of any declared 
stock dividends payable which may be in¬ 
cluded in item 51. 

3. Total. Enter the total of items 1 and 2 of 
this Statement of Statutory Capital and 
Surplus. 

Statement of Income and Expense for the 
Fiscal Year to Date 

Include the presentation of income and 
expense data for the current period, which 
is the period immediately following the pe¬ 
riod for which this particular statement was 
last submitted to SBA. 

Income 

Item . 

1. Commitment income. State the total oi 
the amount of income earned on commit¬ 
ments to small business concerns for loans 
(section 305) and equity securities (sec¬ 
tion 304), and the amount of commitment 
income on deferred participations of the 
company in the lending activities of other 
financial institutions. 

2. Interest on loans. State the amount o 
interest earned on loans (section 305) to 
small business concerns. 

3. Interest on debt securities. State t e 
amount of interest earned on debt secur - 
ties of small business concerns owned by 
the company pursuant to section 304. 

4. Interest on U.S. Government securities. 
State the amount of interest earned on 
United States Government obligations, 
direct and fully guaranteed. 
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Statement of Income and Expenses for the 
Fiscal Year to Date —Continued 

Income —Continued 

^Interest on amounts due from debtors on 
sale of assets acquired in liquidation of 
loans and debt securities. State the 
amount of interest earned on amounts due 
from debtors on sale of assets acquired in 
liquidation of loans (section 305) and debt 
securities (section 304). 

6. Interest income — other. State the amount 
of interest earned on funds in escrow 
pending closing of financing, on notes re¬ 
ceivable (except those from debtors on sale 
of assets acquired in liquidation of loans 
and debt securities), and on other interest- 
bearing receivables not provided for else¬ 
where. 

7. Compensation in cord e—participations 
sold. State the amount of compensation 
earned by the company for financial serv¬ 
ices rendered in connection with partici¬ 
pations sold. 

8. Advisory and consulting service fees. 
State the amount of fees charged for ad¬ 
visory, consulting, and related services 
rendered to small business concerns. 

9. Appraisal and investigation fees. State 
the amount of fees charged for appraisal, 
investigation, and related services ren¬ 
dered to banks or other financial institu¬ 
tions, other than services rendered in 
connection with participations sold. 

10. Miscellaneous fees. State the amount of 
fees charged for application, appraisal, in¬ 
vestigation, and related services rendered 
to small business concerns. 

11. Dividends on capital stock of SBCs. State 
the amount of income from declared divi¬ 
dends on capital stock of small business 
concerns. 

12. Sharings in income of SBCs. State the 
amount of sharings or participations in 
the income of small business concerns 
from which the company has acquired debt 
securities (section 304).^ 

13. Income from assets acquired in liquida¬ 
tion of loans and debt securities. State the 
amount of income earned on assets 
acquired in liquidation of loans (section 
305) and debt securities (section 304), in¬ 
cluding the operation of properties so 
acquired. 

14. Other income. State the total amount of 
(1) recoveries on asset losses charged to 
loss accounts; (2) income earned from the 
leasing or renting to others of portions of 
corporate premises owned; (3) gain or loss 
on debentures payable purchased and re¬ 
tired; and (4) other income of a miscel¬ 
laneous nature. 

15. Total. Enter the total of items 1 through 
14, 

Expense 

16. Commitment expense. State the total 
amount of commitment expense on (1) 
commitments from SBA to make funds 
available on a subordinated debenture, 
(?) commitments from lending institu¬ 
tions other than SBA, and (3) deferred 
participations of other financial institu- 
tions in the company’s lending activities. 

17. Interest on notes and other obligations 
Payable to SBA. v State the total amount 
of interest expense on notes payable and 
phe subordinated debenture payable, all 
issued for funds borrowed from SBA. 

o. Jnferest on obligations payable to other 
than SBA. State the total amount of in¬ 
terest expense on (1) loans to small busi¬ 
ness concerns sold with recourse upon the 
company; (2) debt securities of SBCs sold 
with recourse upon the company; (3) notes 
payable for funds borrowed from other 
SBA » (4) subordinated and unsub- 
rainated debentures payable issued to 
than SBA; ( 5 ) mortgages payable 
borrowed; and (6) miscellaneous 
obligations. 
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Expense —Continued 

Item 

19. Compensation expense—participations 

purchased. State the amount of compen¬ 
sation expense for financial services re¬ 
ceived from “initiating” companies in con¬ 
nection with participations purchased. 

20. Debenture and fiscal agent expense. 
State the amount of charges for services 
rendered and expenses incurred by the 
company’s fiscal agent, and expenses di¬ 
rectly incident to- the sale, redemption, 
and servicing of debentures payable. 

21. Transfer agent and registrar expense. 
State the amount of charges to the com¬ 
pany by the transfer agent and the regis¬ 
trar for services rendered in connection 
with the issuance and transfer of the com¬ 
pany’s capital stock. 

22. Expense on assets acquired in liquidation 
of loans and debt securities. State the 
amount of expense incurred on assets ac¬ 
quired in liquidation of loans (section 305), 
and debt securities (section 304), in¬ 
cluding the operation of properties so 
acquired. 

23. Operating expenses. State the total 
amount of operating expenses including 
advertising, appraisal, consulting, audit¬ 
ing, communications, space occupancy, de¬ 
preciation of office building and equip¬ 
ment, directors’ and stockholders* meet¬ 
ings, insurance, financial service, invest¬ 
ment adviser, legal, miscellaneous services 
and supplies, salaries, taxes (other than in¬ 
come), travel, uncollectible receivables, 
maintenance and repairs, retirement bene¬ 
fits, organization, and estimated asset loss 
expenses. 

24. Amortization of discount (premium) on 
debentures payable. State the net amount 
of amortization of discount or premium 
on unmatured outstanding debentures 
payable issued by the company. 

25. Total. Enter the total of items 16 
through 24. 

26. Net income before taxes on income. En¬ 
ter the balance resulting from the deduc¬ 
tion of item 25 from item 15. 

27. Provision for Federal and other income 
taxes. State the amount of the Federal 
and other income tax accruals relating to 
income exclusive of net realized gain or 
loss on investments. 

28. Net income exclusive of net realized gain 
or loss on investments. Enter the balance 
resulting from the deduction of item 27 
from item 26. 

Statement of Realized Gain or Loss on 
Investments 

1. U.S. Government securities. Show the 
aggregate cost, aggregate net proceeds, 
and net gain or loss on the sale or other 
disposition of United States Government 
obligations, direct and fully guaranteed. 
The “current period” is the period im¬ 
mediately following the period for which 
this particular statement was last sub¬ 
mitted to SBA. 

2. Debt securities of SBCs. Show the ag¬ 
gregate cost, aggregate net proceeds, and 
net gain or loss on the sale or other dis¬ 
position of debt securities of small busi¬ 
ness concerns. 

3. Capital stock of SBCs. Show the ag¬ 
gregate cost, aggregate net proceeds, and 
net gain or loss on the sale or other dis¬ 
position of capital stock of small business 
concerns. 

4. Stock purchase warrants or options of 
SBCs. Show the aggregate cost, aggregate 
net proceeds, and the net gain or loss on 
the sale or other disposition of detachable 
stock purchase warrants or options which 
have been detached from the capital stock 
certificates or debt securities with which 
they were issued by small business 
concerns. 
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Statement of Realized Gain or Loss on 
Investments —Continued 

Item 

5. Assets acquired in liquidation of loans 
and debt securities. Show the aggregate 
cost, aggregate net proceeds, and net gain 
or loss on the sale or other disposition 
of assets acquired in liquidation of loans 
and debt securities of small business con¬ 
cerns. The aggregate cost shown for this 
item shall be the same as that recorded in 
the books of account on the basis de¬ 
termined by the board of directors from 
among (1) bid-in price of the property, 
(2) agreed consideration for the property, 
and (3) fair appraised value of the prop¬ 
erty, but not to exceed the total amount 
of the related loan or debt security 
involved. 

6. Other. Show the aggregate cost, aggregate 
net proceeds, and net gain or loss on the 
sale or other disposition of any invest¬ 
ments not included in items 1 through 5. 

7. Net realized gain (loss) on investments, 
before taxes on income. Enter the net 
total of items 1 through 6. 

8. Provision for Federal and other income 
taxes. State the amount of Federal and 
other income tax accruals relating to net 
realized gain on investments. 

9. Net realized gain (loss) on investments. 
Enter the balance resulting from the de¬ 
duction of item 8 from item 7. 

Part II 

Schedule 1—Surplus Reconcilements 

Describe in this schedule all activities in 
accounts for paid-in surplus, retained earn¬ 
ings, and appropriated retained earnings dur¬ 
ing the periods covered by the schedule. 
The “current period” is the period immedi¬ 
ately following the period for which this 
particular schedule was last submitted to 
SBA. In each reconcilement show opening 
balances, explanation of additions and de¬ 
ductions during periods, and balances at 
close of periods. 

In Schedule lb show separately the recon¬ 
cilements of retained earnings from (1) net 
income, and (2) net realized gain on invest¬ 
ments. 

Schedule 2— Operating Expenses 

Include all operating expenses in this 
schedule. The “current period” is the period 
immediately following the period for which 
this particular schedule was last submitted 
to SBA. 

Schedule 3— Loans (Section 305) 

Furnish in this schedule a summary of 
loan activities under section 305 of the Act 
for the period immediately following the 
period for which this particular schedule was 
last submitted to SBA. List each loan by 
debtor, terms, dates, opening unpaid princi¬ 
pal balance, additions during period, deduc¬ 
tions during period, unpaid principal balance 
at close of period, amounts in excess of net 
funds advanced included in unpaid principal 
balance at close of period (discount, and fees 
and other charges), and unpaid balance of 
net funds advanced at close of period, show¬ 
ing the portion maturing within one year 
and the portion maturing after one year. 
Enter in column (9), with a footnoted ex¬ 
planation, the amount of any funds repre¬ 
senting the undisbursed portion of a 
multiple-disbursement loan. The amounts 
in columns (4) through (7) shall relate to 
the face amount of the loan and the amounts 
in columns (10) and (11) shall relate to the 
funds actually advanced to the debtor small 
business concern. The amounts in column 
(7) less the amounts in columns (8) and 
(9) shall equal the totals of the amounts in 
columns (10) and (11). The totals of 
columns (10) and (11) shall agree with items 
6 and 12, respectively, of the Statement of 
Financial Condition. 
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PROPOSED RULE MAKING 


This schedule will comprise one or more 
of the following types of loans, grouped 
under brief headings designating the types, 
but without need for subtotals: 

1. Direct loans. 

2. Loans which the “initiating” investment 
company shares with another lending insti¬ 
tution. The full amount of loans in which 
others participate shall be shown in the 
reports of the “initiating” company. 

3. Loans in which the “participating” in¬ 
vestment company owns a participating in¬ 
terest in loans of an “initiating” company. 
Such participations in loans of others shall 
be shown in the amount of the “participat¬ 
ing” company’s investment in the reports 
of the “participating” company. 

4. Loans sold with recourse. Such loans 
shall be stated in the amount shown on the 
company’s books after giving effect to pay¬ 
ments made as reported to the company by 
the purchasers. 

All transactions during the reporting 
period in connection with loans outstanding 
at any time during the period shall be in¬ 
cluded in the data summarized in the 
schedule even if there is no related opening 
or closing loan balance. 

In those instances in which a borrowing 
small business concern is a real estate com¬ 
pany or has in its name the word “finance,” 
“investment,” “mortgage,” “capital,” “loan,” 
or “banking,” giving the impression that 
such concern might engage in lending opera¬ 
tions, the explanation of the type of business 
shall incorporate a specific statement that 
the business activity of such concern does, 
or does not, involve the investing, lending, 
or other providing of funds to others in 
exchange for an equity interest or monetary 
obligation. 

Schedule 4— Debt Securities of SBCs 
(Section 304) 

Furnish in this schedule a list of all debt 
securities of small business concerns held, 
acquired, converted, or sold during the period 
immediately following the period for which 
this particular schedule was last submitted 
to SB A. List each debt security by issuer, 
dates and terms, opening unpaid principal 
balance, additions during period, deductions 
during period, unpaid principal balance at 
close of period, amounts in excess of net 
funds advanced included in unpaid principal 
balance at close of period (discount, and fees 
and other charges), and unpaid balance of 
net funds advanced at close of period, show¬ 
ing the portion maturing within one year 
and the portion maturing after one year. 
Enter in column (10), with a footnoted ex¬ 
planation, the amount of any funds repre¬ 
senting the undisbursed portion of multiple- 
disbursement financing through purchase of 
debt securities. The amounts in columns 
(3) through (6) shall relate to the face 
amount of the debt security and the 
amounts in columns (9) and (10) shall re¬ 
late to the funds actually advanced to the 
debtor small business concern. The amounts 
in column (6) less the amounts in columns 
(7) and (8) shall equal the totals of the 
amounts in columns (9) and (10). The 
totals of columns (9) and (10) shall agree 
with the appropriate amounts opposite items 
7^c) and 13(c), respectively, in the State¬ 
ment of Financial Condition. 

The market value, or fair value as de¬ 
termined by the board of directors, shall be 
shown in column (11). Column (12) shall 
show the percentage of each debtor small 
business concern’s voting securities (includ¬ 
ing those necessary to cover conversion of, 
or exercise of stock rights attached to, the 
debt securities described in this schedule) 
which can be obtained by the company 
through conversion of debt securities held 
or through exercise of stock purchase war¬ 
rants or options attached to debt securities 
held. - 


In those instances in which a borrowing 
small business concern is a real estate com¬ 
pany or has in its name the word “finance,” 
“investment,” “mortgage,” “capital,” “loan,” 
or “banking,” giving the impression that such 
concern might engage in lending operations, 
the explanation of the type of business shall 
incorporate a specific statement that the. 
business activity of such concern does, or 
does not, involve the investing, lending, or 
other providing of funds to others in ex¬ 
change for an equity interest or monetary 
obligation. 

Schedule 5— Delinquent Loans (Section 
305) (Not Shown Separately on State¬ 
ment of Financial Condition)—Allow¬ 
ance for Uncollectible Loans 

Show in this schedule all past due install¬ 
ments on loans (section 305). Opposite the 
name of each small business concern shall be 
entered separately the total outstanding bal¬ 
ance of the delinquent loan, column (2), and 
the past due installments of principal and 
interest, columns (3) and (4). The allow¬ 
ance for uncollectible loans, when such al¬ 
lowance is based upon estimated realizable 
value of the individual loan, shall be shown 
in columns (5) through (9), opposite the 
name of each small business concern so fi¬ 
nanced, showing opening balance, additions, 
deductions, and closing balance, all relating 
to the period immediately following the pe¬ 
riod for which this particular schedule was 
last submitted to SB A. Additions in column 
(6) shall represent charges to uncollectible 
loans expense. Those in column (7) shall 
represent recoveries on loans previously writ¬ 
ten off. If the allowance for uncollectibles is 
based upon a percentage of loans made, the 
beginning balance, additions, deductions, and 
closing balance shall be entered in columns 
(5) through (9) opposite side caption No. 2, 
“General allowance for uncollectible loans.” 
In any event the final total of column (9) 
shall agree with the appropriate amount op¬ 
posite item 12(d) in the Statement of 
Financial Condition. 

Schedule 6—Delinquent Debt Securities 
(Section 304) (Not Shown Separately on 
Statement of Financial Condition)—Al¬ 
lowance for Losses on Debt Securities 

Show in this schedule all past due install¬ 
ments on debt securities (section 304). Op¬ 
posite the name of each small business con¬ 
cern so financed shall be entered separately 
the total outstanding balance of the delin¬ 
quent debt security, column (2), and the past 
due installments of principal and interest, 
columns (3) and (4). The allowance for 
losses on debt securities, when such allow¬ 
ance is based upon estimated realizable value 
of the individual debt security, shall be 
shown in columns (5) through (8), opposite 
the name of each small business concern so 
financed, showing opening balance, additions, 
deductions, and closing balance, all relating 
to the period immediately following the pe¬ 
riod for which this particular schedule was 
last submitted to SB A. If the allowance for 
losses is based upon a percentage of debt 
securities acquired, the beginning balance, 
additions, deductions, and closing balance 
shall be entered in columns (5) through (8) 
opposite side caption No. 2, “General allow¬ 
ance for losses on debt securities.” In any 
event the final total of column (8) shall 
agree with the appropriate amount opposite 
item 13(g) in the Statement of Financial 
Condition. 

Schedule 7— Capital Stock of SBCs—Al¬ 
lowance for Losses on Capital Stock of 
SBCs 

Show in this schedule pertinent data, as 
indicated by the column headings, with re¬ 
spect to the capital stock of small business 
concerns acquired by the company during the 
period immediately following the period for 


which this particular schedule was last sub¬ 
mitted to SBA. The stock shall be shown at 
cost. Allowance for estimated losses, if any, 
shall be indicated, as well as the market or 
fair value as determined by the board of di¬ 
rectors. The total of column (9) , “Balance at 
Cost Close of Period,” shall agree with the 
appropriate amount opposite item 14(c) in 
the Statement of Financial Condition. Col¬ 
umn (12) shall show the percentage of each 
financed small business concern’s voting se¬ 
curities (including those necessary to cover 
conversion of, or exercise of stock rights at¬ 
tached to, the capital stock described in this 
schedule) represented by voting stock held 
plus the voting securities which can be ob¬ 
tained by the reporting company upon con¬ 
version of convertible stock held or exercise 
of stock purchase warrants or options at¬ 
tached to stock held. 

Part III 

Schedule 8—Cash on Hand and in Banks 

Show in this schedule all cash on hand and 
in banks. Demand deposits comprise bal¬ 
ances which are subject to withdrawal 
without notice. Cash items in process of 
collection represent those items which have 
been placed with banks for collection. Petty 
cash shall represent the full amount of the 
petty cash imprest fund. The total of col¬ 
umn (3) shall agree with item 1 of the 
Statement of Financial Condition. 

Schedule 9 —U.S. Government Obligations, 
Direct and Fully Guaranteed 

List in this schedule all securities owned 
which have been issued or guaranteed by the 
U.S. Government, showing the name of the 
issuer and the title of each issue. Other 
required data, such as interest rate, call 
date, maturity date, and principal amount 
q,t par of bonds and notes, may be obtained 
by inspection of the securities or from 
records of securities pledged. The cost 
shown in column (6) of this schedule shall 
be in agreement with item 2 of the State¬ 
ment of Financial Condition. The current 
market value of the securities shall be 
shown in column (7) of the schedule and 
shall agree with the amount shown paren¬ 
thetically in item 2 of the Statement of 
Financial Condition. 

Schedule 10— Participations Sold to Other 
Lending Institutions 

The “initiating” company shall show in 
this schedule, at cost, the outstanding bal¬ 
ances of participations by other lending 
institutions in individual loans and debt 
securities of such “initiating” company as 
of the reporting date. 

The outstanding totals of purchases by 
others of participations in loans (L) in 
columns (7) and *8) shall agree with items 
6(a) and 12(a), respectively, of the State¬ 
ment of Financial Condition. The outstand¬ 
ing totals of purchases by others of partici¬ 
pations in debt securities (DS) in columns 
(7) and (8) shall agree with items 7(d) and 
13(d), respectively, of the Statement of 
Financial Condition. 

Schedule 11— Due From Directors, 
Officers, and Employees 

Show in this schedule, for the period 
immediately following the period for whic 
this particular schedule was last submittea 
to SBA, amounts due from directors, officers, 
and employees for advances made to them. 
An explanation shall be furnished for any 
amount written off or for any collection 
other than in cash. Amounts outstanding 
shall be classified as current and noncurren 
and shown in columns (6) and (7), res P ec ” 
tively, the totals of which columns shall 
agree with items 9 and 21 in the Statemen 
of Financial Condition. 
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Schedule 12—Sundry Assets 

Show and explain in this schedule, by 
appropriate classification, the amounts of 
any of the sundry assets which are signifi¬ 
cant in relation to the amount of total 
assets. Such assets may include: (1) Notes 
receivable, (2) accounts receivable, (3) 
dividends receivable, (4) accrued interest 
receivable, (5) funds in escrow pending clos¬ 
ing of financing, (6) other current assets, 
representing current amounts due which are 
not accounted for under a specific class 
heading, (7) prepayments or deferred 
charges, (8) unamortized organization 
costs, and (9) other assets. 

Explain clearly any provisions made or 
any methods in operation to write off or 
amortize any of the amortizable items in this 
schedule. 

Schedule 13 —Amounts Due From Debtors 
on Sale of Assets Acquired in Liquida¬ 
tion of Loans and Debt Securities—Al¬ 
lowance for Uncollectibles 

Show in this schedule, by debtors, all ac¬ 
counts receivable, notes receivable, sales con¬ 
tracts, purchase money mortgages, etc., car¬ 
ried during the period in the account for 
amounts due from debtors on sale of assets 
acquired in liquidation of loans (section 305) 
and debt securities (section 304). The in¬ 
terest rate and other terms shall be given. 
The balances at the beginning and close of 
the period immediately following the period 
for which this particular schedule was last 
submitted to SBA shall be shown, together 
with additions and deductions during such 
reporting period. Allowances for uncollecti¬ 
bles based upon an evaluation of individual 
amounts due shall be recorded in column (9) 
opposite the name of the debtor. If a gen¬ 
eral allowance is utilized instead of indi¬ 
vidual allowances, it shall appear only at 
the bottom of column (9). 

Items in this schedule which originated 
from the sale of assets acquired in liquida¬ 
tion of participation loans or debt securities 
shall be shown by the “initiating” company 
in the amounts thereof opposite the names 
of the debtors, and, on the line directly 
thereunder, the “participating” company’s 
equity shall be enclosed in parentheses. 
Any such amounts in parentheses shall not 
be considered in arriving at the totals for 
columns (5), (6), (7), and (8). The total 
of the amounts shown in parentheses in 
column (8) shall agree with item 15(a) of 
the Statement of Financial Condition. If 
the company preparing this report is the 
“participating” company, only its equity in 
amounts due from debtors on sale of assets 
arising from liquidation of such participa¬ 
tion loan or debt security shall be included 
in this schedule. 

The totals of columns (8) and. (9) shall 
agree with items 15 and 15(b), respectively, 
of the Statement of Financial Condition. 

Schedule 14 —Assets Acquired in Liquida¬ 
tion of Loans and Debt Securities—Al¬ 
lowance for Losses 

List and describe in this schedule, by for¬ 
mer debtors (small business concerns), all 
assets carried, during the period irxlmediately 
oiiowmg the period for which this particu¬ 
lar schedule was last submitted to SBA, in 
e account for assets acquired in liquida- 
j on of loans (section 305) and debt securi- 
ties (section 304). The balances at the 
mi*!?!? 8 of the re P°rting period, additions 
ana deductions during the period, and bal¬ 
es a “ tlle close of the period shall be 
Th . W “ ln co!umns (3). («). (5), and (6). 

allowance for losses based upon an ap- 
praisal of the assets held with reference to 
in cn ® ma11 business concern shall be recorded 
olumn (7). Current market value, or 


fair value as determined by the board of 
directors at the close of the period shall be 
shown in column (8). The totals of col¬ 
umns (6) and (7) shall agree with items 
16 and 16(b), respectively, of the Statement 
of Financial Condition. 

Assets acquired in liquidation of a partici¬ 
pation loan or debt security shall be shown 
by the “initiating” company in the amounts 
thereof opposite the names of the debtors, 
and the “participating” company’s equity 
shall be enclosed in parentheses on the line 
thereunder. Any such amounts in parenthe¬ 
ses shall not be considered in arriving at 
the totals for columns (3), (4), (5), and (6). 
The total of the amounts shown in paren¬ 
theses in column (6) shall agree with item 
16(a) of the Statement of Financial Condi¬ 
tion. If the reporting company is the “par¬ 
ticipating” company, only the reporting com¬ 
pany’s equity shall be included in this 
schedule. 

Schedule 15— Obligations Payable to SBA 

Furnish in this schedule a summary, for 
the period immediately following the period 
for which this particular schedule was last 
submitted to SBA, of the notes payable to 
SBA and the subordinated debenture issued 
to SBA. The terms of each note payable to 
SBA shall be recorded in columns (2) and 
(3); the unpaid balance at the beginning 
of the period and additions and deductions 
during the period shall be reflected in col¬ 
umns (4), (5), and (6); and the balance 
payable at the end of the period, segregated 
between amounts due within one year and 
amounts due after one year, shall be re¬ 
flected in columns (7) and (8). 

The subordinated debenture issued to SBA 
shall be entered in this schedule in a similar 
manner. 

The total of column (7) shall agree with 
item 25 on the Statement of Financial Con¬ 
dition, and the total of column (8) shall 
equal the sum of items 41(a) and 46 in the 
Statement of Financial Condition. 

Schedule 16— Obligations Payable for 

Funds Borrowed From Other Than SBA 

Show in this schedule, by creditors, all 
obligations payable for funds borrowed from 
other than SBA, including (1) all notes pay¬ 
able for funds borrowed from other than 
SBA; (2) debentures payable, unsubordi¬ 
nated; (3) debentures payable, subordinated, 
issued to other than SBA; and (4) mortgages 
payable for funds borrowed on corporate 
premises or other real estate. Such liabili¬ 
ties shall be grouped and described by class 
in column (2), but subtotals are not re¬ 
quired. The terms of each obligation shall 
be set out in columns (3) and (4); the un¬ 
paid balance at the beginning of the period 
immediately following the period for which 
this particular schedule was last submitted 
to SBA and additions and deductions during 
such reporting period shall be shown in 
columns (5), (6), and (7); and the balance 
payable at the close of the period, segregated 
between amounts due within one year and 
amounts due after one year, shall be re¬ 
flected in columns (8) and (9). 

The total of column (8) shall agree with 
item 26 in the Statement of Financial Con¬ 
dition, and the total of column (9) shall 
equal the sum of items 41(b) and 42 in the 
Statement of Financial Condition. 

Schedule 17— Capital Stock of Licensee 

Furnish in this schedule a complete de¬ 
scription of capital stock authorized and 
capital stock issued and outstanding, and 
data relating to special transactions involv¬ 
ing capital stock. 

In column (1) shall be described the type 
and class of each issue, such as common— 
$5.00 par, preferred (6 percent Series of 


1961), etc. The par value and the stated 
value of no-par stock shall also be reported 
in column (1). 

The number of shares authorized, whether 
issued or not, shall be reported in column 
( 2 ). 

The number of shares and amount, at par 
or stated value, of stock issued and not re¬ 
tired or cancelled shall be reported in col¬ 
umns (3) and (4). The total of column 
(4), plus the amount of any declared stock 
dividends payable, shall agree with item 48 
of the Statement of Financial Condition. 
The number of shares held as treasury stock 
shall be shown in column (5). Column (6) 
shall represent the difference between column 
(3) and column (5). 

Column (7) shall be the amount at par 
or stated value representing the number of 
shares outstanding as shown in column (6). 
The total of column (8) shall represent the 
amount of capital stock subscribed at the 
subscription price and shall agree with item 
52 of the Statement of Financial Condition. 

In column (9) shall be reported the 
amount of subscriptions receivable, which 
shall agree in total with item 52(a) of the 
Statement of Financial Condition. 

Column (10) shall show the number of 
shares (other than those under option) re¬ 
served for purchase by officers and employees, 
and column (11) shall show the number of 
shares reserved to cover options and other 
fights. 

Schedule 18— Commitments Outstanding 

Furnish in this schedule a summary show¬ 
ing separately, with subtotals, (1) commit¬ 
ments to small business concerns for equity 
financing under section 304 of the Act, as 
amended, (2) commitments to small busi¬ 
ness concerns for loans under section 305 of 
the Act, as amended, and (3) commitments 
to financing institutions for deferred par¬ 
ticipations in loans or commitments to small 
business concerns. 

Schedule 19— Detached Stock Purchase 
Warrants or Options on Stock of SBCs 

Show in this schedule pertinent data con¬ 
cerning stock purchase warrants or options 
on stock of small business concerns which 
have been detached from the capital stock 
or debt securities of such concerns with 
which they were issued and are held by the 
reporting company as of the date of this 
report. 

The small business concern which issued 
each stock purchase warrant or option is to 
be identified in column (1); column (2) shall 
show the number of shares called for; column 
(3) shall specify the type and class of stock 
called for; column (4) shall inform as to the 
grant and expiration dates of the warrant or 
option; column (5) shall set forth the price 
or prices at which the stock purchase rights 
are exercisable, showing the period within 
which each price applies; and columns (6) 
and (7) shall show the total number of shares 
of the small business concern’s voting stock 
and nonvoting stock, respectively, which 
are outstanding plus those covered by the 
detached warrant or option described. Col¬ 
umn (8) shall show the percentage of each 
small business concern’s voting securities, in¬ 
cluding those called for by the stock pur¬ 
chase warrants or options described in this 
schedule, which can be obtained by the re¬ 
porting company upon exercise of such war¬ 
rants or options. 

Schedule 20— Options on Licensee’s Capital 
Stock 

Furnish in this schedule full information 
concerning capital stock options outstanding 
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Report for the .months ended., 19- 


License No. 

Name of licensee . 


Table 4 —Loan and equity financing transactions—by firm size 


Nonmanufacturing firms for which financing was 
approved this period 

Manufacturing firms for which financing was 
approved this period 

Firms by annual 
sales size 

Loans approved 

Equity financing 
proposals 
approved 

Firms by em- 
ploy men t size 

Loans approved 

Equity financing 
proposals 
approved 

Num¬ 
ber of 
firms 

Amount 

ap¬ 

proved 

Num¬ 
ber of 
firms 

Amount 

ap¬ 

proved 

Num¬ 
ber of 
firms 

Amount 

ap¬ 

proved 

Num¬ 
ber of 
firms 

Amount 

ap¬ 

proved 

$49,999 and under. 
$50 000 to $99,999.. 





0 to 9 employees.. 









10 to 19 em¬ 
ployees_ 





$ 100,000 to 

$249 999 . 









20 to 49 em¬ 
ployees. 




- 

$250,000 to 
$499 999 





50 to 99 em¬ 
ployees. 





$500,000 to 
$999,999 . 





100 to 249 em¬ 
ployees.. 





$ 1 , 000,000 to 
$1,999,999. 





250 or more em¬ 
ployees. 





$2,000,000 or more. 
Data not avail¬ 
able.- 









Data not avail¬ 
able. 





Total non- 
manufac¬ 
turing 
firms. 





Total manu¬ 
facturing 
firms. 
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Major Groupings op Nonmanufacturing and 
Manufacturing Industries (Based on 
Standard Industrial Classification Man¬ 
ual) 


Nonmanufacturing Industries 


(01) Commercial farms. 

( 02 ) Noncommercial farms. 

(07) Agricultural services and hunting and 
trapping. 

(08) Forestry. 

(09) Fisheries. 

(10) Metal mining. 

( 11 ) Anthracite mining. 

( 12 ) Bituminous coal and lignite mining. 

(13) Crude petroleum and natural gas. 

(14) Mining and quarrying of nonmetallic 

minerals, except fuels. 

(15) Building construction—general con¬ 

tractors. 

(16) Construction other than building 

construction—general contractors. 

(17) Construction—special trade con¬ 

tractors. 


(40) Railroad transportation. 

(41) Local and suburban transit and ii 

terurban passenger transportatio 

(42) Motor freight transportation ar 

warehousing. 

(44) Water transportation. 

(45) Transportation by air. 

(46) Pipe line transportation. 

(47) Transportation services. 

(48) Communication. 

W Electric, gas, and sanitary services. 
(52) Retail trade—building material 
hardware, and farm equipment. 
53) Retail trade—general merchandise. 

(54) Retail trade—food. 

(55) Automotive dealers and gasolir 

service stations. 

(56) Retail trade—apparel and accei 

sories. 

(57) Retail trade —furniture, home fu 

nishings, and equipment. 

W Retail trade—eating and drinkin 
places. 

(°9) Retail trade—miscellaneous reta 
stores. 

(50) Banking. 

IroI o redi ? a S en cies other than banks. 

) Security and commodity broker 
dealers, exchanges, and services. 
Insurance carriers. 


(63) 
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(64) Insurance agents, brokers, and serv¬ 

ice. 

(65) Real estate. 

( 66 ) Combinations of real estate, insur¬ 

ance, loans, law offices. 

(67) Holding and other investment com¬ 

panies. 

(70) Hotels, rooming houses, camps, and 
other lodging places. 

(72) Personal services. 

(73) Miscellaneous business services. 

(75) Automobile repair, automobile serv¬ 

ices, and garages. 

(76) Miscellaneous repair services. 

(78) Motion pictures. 

(79) Amusement and recreation services, 

except motion pictures. 

(80) Medical and other health services. 

(81) Legal services. 

(82) Educational services. 

(84) Museums, art galleries, botanical and 
zoological gardens. 

( 86 ) Nonprofit membership organizations. 

( 88 ) Private households. 

(89) Miscellaneous services. 

(92) Wholesale trade—building materials, 
hardware, and farm equipment. 
(94) Wholesale trade—food. 

(96) Wholesale trade—apparel and acces¬ 

sories. 

(97) Wholesale trade—furniture, home 

furnishings, and equipment. 

(99) Wholesale trade—miscellaneous. 

Manufacturing 

(19) Ordnance and accessories. 

(20) Food and kindred products. 

( 21 ) Tobacco manufactures. 

( 22 ) Textile mill products. 

(23) Apparel and other finished products 

made from fabrics and similar 
materials. 

(24) lumber and wood products, except 

furniture. 

(25) Furniture and fixtures. 

(26) Paper and allied products. 

(27) Printing, publishing, and allied in¬ 

dustries. 

(28) Chemicals and allied products. 

(29) Petroleum refining and related in¬ 

dustries. 

(30) Rubber and miscellaneous plastics 

products. 

(31) Leather and leather products. 

(32) Stone, clay, and glass products. 

(33) Primary metal industries. 


(34) Fabricated metal products, except 

ordnance, machinery, and trans¬ 
portation equipment. 

(35) Machinery, except electrical. 

(36) Electrical machinery, equipment, and 

supplies. 

(37) Transportation equipment. 

(38) Professional, scientific, and control¬ 

ling instruments; photographic 
and optical goods; watches and 
clocks. 

(39) Miscellaneous manufacturing indus¬ 

tries. 

(1) The Activity Report, SBA Form 477, 
includes the following: 

Table 1—Loan and Equity Financing 

Transactions—by State. 

Table 2—Applications Received. 

Table 3—Loan and Equity Financing 

Transactions—by Industry Grouping. 

Table 4—Loan and Equity Financing 

Transactions—by Firm Size. 

Major Groupings of Nonmanufacturing and 
Manufacturing Industries 

(2) The Activity Report, SBA Form 477, 
required by this section to be submitted to 
SBA by Licensee shall commence with the 
report for the six months period ending 
September 30, 1960. 

(3) (i) Each Activity Report, SBA Form 
477, prepared by a Licensee shall present data, 
as shown by the books of account and other 
records, reflecting the amounts of the Li¬ 
censee’s loan and equity financing transac¬ 
tions by the categories included in these 
tables. 

(ii) All money amounts required to be 
shown in the tables of the Activity Report, 
SBA Form 477, shall be expressed to the 
nearest dollar. Appropriate adjustments of 
individual amounts shall be made for the 
fractional parts of a dollar, so that the items 
will add to the totals shown. 

(iii) Loans in which other companies par¬ 
ticipate shall be reported only by the initiat¬ 
ing company, which services the loan, to 
avoid the duplication that would otherwise 
occur when the data from all Licensees are 
combined. 

(iv) All copies of the signature page of 
the Activity Report, SBA Form 477, shall 
bear the signature of the chief financial 
officer, or other person authorized by the 
board of directors to sign on behalf of the 
Licensee. The date on which the signature 
is affixed shall be shown. 

Table 1. Loan and Equity Financing 
Transactions— By State 

The amounts approved and amounts dis¬ 
bursed during the period covered by the 
report for loans and for equity financing, 
and the number of individual small business 
concerns involved for each type of financing, 
shall be classified by state, on the basis of 
the principal office location of the small- 
business concern. With respect to multiple- 
disbursement loan or equity financing, a 
firm shall be included in the number count 
in column (4) or column ( 8 ) only the one 
time when the initial disbursement is made. 
Subsequent disbursements to the same firm 
under the same loan or the same equity 
financing shall serve only to increase the 
amount disbursed or the amount purchased 
shown in column (5) or column (9), with¬ 
out altering the number count. The data 
reflected in this table shall be listed in 
the alphabetical sequence of the names of 
the states. The amounts of loans and equity 
financing approved shall not be decreased 
by cancellations following formal approval 
action. 

Table 2. Applications Received 

This table shall reflect information as to 
both the number and the dollar amount of 
specific financing applications received from 
small business concerns during the period 
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covered by the report, regardless of the action 
taken thereon. 

Table 3. Loan and Equity Financing 

Transactions—by Industry Grouping 

This table shall show by major industry 
grouping the amounts approved and amounts 
disbursed during the period covered by the 
report for loans and for equity financing, 
and the number of individual small business 
concerns involved for each type of financing. 
With respect to multiple-disbursement loan 
or equity financing, a firm shall be included 
in the number count in column (4) or 
column (8) only the one time when the 
initial disbursement is made. Subsequent 
disbursements to the same firm under the 
same loan or the same equity financing shall 
serve only to increase the amount disbursed 
or the amount purchased shown in column 
(5) or column (9), without altering the 
number count. The amounts of loans and 
equity financing approved shall not be de¬ 
creased by cancellations following formal 
approval action. 

The major industry groupings are based 
on the Standard Industrial Classification 
Manual issued by the Office of Statistical 
Standards, U.S. Bureau of the Budget. The 


individual groupings (by 2-digit code num¬ 
ber and title) are listed, in the numerical 
sequence of the code numbers, on page 5 
of the Activity Report, SBA Form 477. This 
represents the complete listing of the major 
groupings of nonmanufacturing and manu¬ 
facturing industries shown in the SIC Man¬ 
ual, plus additional groupings for wholesale 
trade. Obviously, many of the types of 
businesses included therein would not be 
eligible for SBIC financing. Each small busi¬ 
ness concern involved can be classified in 
only one major grouping for reporting pur¬ 
poses, even though the firm may engage in 
multiple activities. The classification as¬ 
signed for multiple activity firms shall be 
that covering the primary activity of the 
firm, based on anticipated dollar sales or 
income, etc., as is most representative. 

The table is in two parts to permit show¬ 
ing data, including totals, for nonmanufac¬ 
turing industries separately from those for 
manufacturing industries, plus grand totals 
for the period for both types of industries. 
The grand totals for all industries shall be 
identical with the totals by states given in 
Table 1. The “Description” column (col. 
1 ) on each page of the table shall reflect 
the code number and related title of the 


grouping for each industry grouping repre¬ 
sented by the small business concerns in¬ 
volved. These code numbers and related 
titles shall be entered in numerical se¬ 
quence to facilitate consolidation of the 
reports from all SBICs. 

Table 4. Loan and Equity Financing 
Transactions—by Firm Size 

The amounts approved during the period 
covered by the report for loans and for equity 
financing, and the number of individual 
small business concerns involved for each 
type of financing, shall be classified in this 
table on the basis of size of the firms. Sep¬ 
arate classifications shall be shown for non¬ 
manufacturing firms and manufacturing 
firms. The total number of nonmanufactur¬ 
ing firms and the total financing approved 
therefor shown in Table 3 for each of the 
.two types of financing shall be classified in 
Table 4 on the basis of annual sales size 
of the firms. The total number of manu¬ 
facturing firms and the total financing ap¬ 
proved therefor shown in Table 3 for each of 
the two types of financing shall be classi¬ 
fied in Table 4 on the basis of employment 
size of the firms. 

[F.R. Doc. 61-6450; Filed, July 7, 1961; 

8:50 a.m.] 
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